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PROGRESS REPORT OF SMALL BUSINESS 
ADMINISTRATION 


WEDNESDAY, APRIL 18, 1956 


Untrrep Srares SENATE, 
COMMITTEE ON SMALL BusiNEss, 
Washington, D. ¢ 

The committee met, pursuant to notice, at 10 a. m., in room 457, 
Senate Office Building, Senator John Sparkman (chairman) presiding. 

Present: Senators Sparkman, Kennedy, Morse, Thye, and Schoep- 
pel. 

Also present: Walter B. Stults, staff director, and Lewis G. Odom, 
Jr., chief counsel; Scott Peek, legislative assistant to Senator Smath 
ers; David Fuss, counsel to Senator Duff: and Katherine King, re 
search assistant to Senator Morse. 

Chairman Sparkman. Let the committee come to order, please. 

Some other Senators will be present, but I think we should start 
without waiting further on them. 

Senator Humphrey, I believe, is at a meeting of the Agriculture 
Committee.. 

Senator Duff is attending the special subcommittee meeting, the 
newly organized Subcommittee To Investigate Defense Matters, the 
Air Force in particular, I believe, and Mr. Fuss his administrative 
assistant, is here. Mr. Peek is here representing Senator Smathers 
of Florida, who unavoidably is detained. 

We are glad to have Senator Schoeppel and Senator Thye present, 
and as I say, other members of the committee will be present later. 

I wish to make a brief statement in the beginning, which might 
serve as more or less of an opening of these hearings. 

Yesterday’s newspapers carried a story about a stockholders’ meet- 
ing of the Studeb: ua: Packard Corp. which was described as 
“stormy.” In October 1954, these two historic automobile manufac- 
turing companies had merged—a desperation move in which alone 
lay any hope of survival. To those concerned with the welfare of 
the smaller units of our economy, the current news about the diffi- 
culties of Studebaker-Packard cannot be but disquieting. This rela- 
tively small company lost $29 million in 1955. Its losses continued 
into the first quarter of 1956. To hang on, it must acquire new finane- 
ing. Apparently the customary sources of credit for motor com panies 
consider Studebaker-Packard a poor risk. 

Only a few days ago the papers also recounted that two old and 
well-established manufacturers of automobile parts and accessories 
were closing down their parts and accessories plants. The reasons 
given in both cases were a cost-price squeeze plus the determining 
factor that the major automobile companies they had been supplying 
for years have decided to make their parts themselves. 
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In addition, we have all in recent months become familiar with the 
complex problems of new car dealers, the truly small-business segment 
of the vast automobile industry. 

All three of these factors, as well as many other clearly discernible 
portents, moved Assistant Attorney General Stanley N. Barnes to 
tell the Economic Club of New Y ork this past Monday evening that 
evidence of “undue concentration,” and those are his words, of indus- 
trial power “is becoming more and more sharply recognizable each 
day in the automotive industry.” 

Now these specific conditions become not only important but of 
vital significance when it is realized that the most casual readers of 
newspapers, as well as professional observers, have become aware that 
in industry after industry the same pattern of increasing concentra- 
tion of power, acc ompanied by a lessening opportunity for small and 
independent companies to survive, has become a commonplace of our 
economic life. 

Responsible officials of Government, especially in the Antitrust 
Division of the Justice Department and the Federal Trade Commis- 
sion, have raised their voices in concern and protest against this trend. 
Competent and unbiased analysts in private and industrial life 
acknowledge and deplore the threats leveled at our free enterprise 
system in terms of the distress of large numbers of our small and 
independent businessmen. 

Taken together these separate expressions of uneasiness have be- 
come a chorus of concern over the future of small business. 

Nowhere in this chorus is to be heard the voice of the Small Business 
Administration. 

Instead, the SBA is singing a solo about small-business prosperity. 

It was during an airplane trip to New York that I first had an op- 
portunity to read the 5th semiannual report of the Small Business 
Administration, dated March 26, 1956. I had taken this 200-page 
document with me in the expectation that I would benefit from a 
realistic, accurate, and professional analysis of the status of small 
business as a distinct entity within our economy during the last 6 
months of 1955. What I read bore little resemblence to the facts of 
economic life as T and a great many other observers see them. 

IT was unprepared for the information that small-business men are 
enjoying a golden age of well being. To mention but a few section 
headings of the report’s chapter on the “Economie Position of Small 
Business,” we find that new business incorporations have increased, 
there is a decline in the number of failures, the financial position of 
small business has improved, small companies have higher earnings 
before taxes, increased earnings after taxes, greater earnings on stock- 
holders’ equity, and a greater share of military contracts, to enumer- 
ate but a few of the blessings of the small -business community. 

I must say, although w ith reluctance, that in m: ny vital particulars 
this report of the Small Business Administration is at odds with the 
conclusions of the Small Business Committee regarding the essential 
position of the small enterpriser within our present-day economy. 
Our committee has recently and unanimously held that there is ample 
cause for concern over what seems to be the diminishing role played 
by small business in the national economy. 

It is somewhat difficult for me, therefore, to accept a document which 
creates the impression that, aside from a few relatively minor prob- 
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lems involving material shortages and the like, the An e rican smal] 
business man in the past year has hit the economic jac! ek 

Admittedly the factual data bearing directly on small business 1s 
scant. That is all the more reason why the available statistics should 
be interpreted with a great sense of responsibility. Certainly none 
of us concerned with sm: all business wishes to see the unwar y or gullible 

taken for a statistical ride and become, unwittingly perhaps, the 
means by which misinformation is given wide currency. 

This can happen. The current issue of Time magazine leads off 1 
business section with an uncritical acceptance of the Small St SS 
Administration’s report. Indeed, ‘Time stated: 

For the small-business man’s growing prosperity, SBA took a modest share 
of the credit. 

I am puzzled, for instance, to see that SBA has cited in its report 
the recent increase in new business incorporations as “a significant 
index of the business boom.” It is hard for me to reconcile this point 
of view with the statement in the April 1955, issue of the Survey of 
Current Business in which the Department of Commerce states flatly 
that— 


* * * data also indicate that prior to World War II corporations were relatively 
most numerous during periods of depression and proportionately fewest under 
favorable business conditions * * * 

If the opinion of the Department of Commerce is correct on this point, 
the Small Business Administration has seemingly succeeded in arriv- 
ing at a new and unique evaluation of business incorporation figures. 

In a similar vein, the report seems oblivious to the fact that the rate 
of business failures is on the rise. To me the significant fact is not 
that the present rate of failures is below the average rate since the 
year 1900, but that for the past several years the rate has shown an 
increase. This increase has continued into the first quarter of 1956 
and no amount of looking backward down through the years will 
change the shape of current business failure curve. 

It is for such reasons and because of many similar doubts that in 
announcing these hearings, I expressed my hope that they will afford 
the Small Business Administration an opportunity to supple ment its 
5th semiannual report and to make some specific and realistic recom- 
mendations concerning the many and difficult problems confronting 
our 4 million small businesses. 

One of the major jobs of the Small Business Administration, as T 
conceive its functions, is to become such a persuasive advocate of 
small independent enterprise within the Government that all Federal 
agencies will not only become aware of small-business problems; they 
will develop an enthusiasm for promoting the welfare of small busi- 
ness within their own separate jurisdictions. 

This governmentwide awareness of small business needs can only 
come about if the problems themselves are brought sharply into focus. 
Tam sure that these hearings will afford the Sm: all Business Adminis- 
tration a welcomed opportunity to shed additional light on the true 
picture of small business today. 

Senator Kennedy has come in. 

We are glad to have you with us, Senator Kennedy. 

Our first witness, and main witness, and ce rtainly for the time being 
our only witness, is the Administrator of the Small Business Adminis- 
tration, Mr. Wendell Barnes. 
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Mr. Barnes, we are glad to have you with us, and I have tried to 
make rather a precise statement, pointing up some of the problems as 
I see them, and of course we will welcome your cooperation in helping 
us get a clear picture of what the real situation is. We are glad to have 
you with us. 

You have a prepared statement, so you may proceed as you see fit. 


STATEMENT OF WENDELL B. BARNES, ADMINISTRATOR OF THE 
SMALL BUSINESS ADMINISTRATION; ACCOMPANIED BY W. NOR- 
BERT ENGLES, DEPUTY ADMINISTRATOR; DONALD A. HIPKINS, 
DEPUTY ADMINISTRATOR; ROBERT H. MONTGOMERY, DEPUTY 
ADMINISTRATOR; KEITH L. HANNA, CONTROLLER; PHILIP 
McCALLUM, GENERAL COUNSEL; AND JULES ABELS, ECONOMIC 
ADVISER 


Mr. Barnes. Mr. Chairman and gentlemen, with your consent, 
I will give my prepared statement, and then at its conclusion, comment 
more generally on some of the things you have said. 

Then, of course, in the questioning period, I assume we will go into 
them further, so you may ask me specifically about some of the things 
you have just discussed. 

Chairman SpaRKMAN. Fine. 

Mr. Barnes. The fifth semiannual report is an encouraging report. 
It states that during the second half of 1955 the national economy has 
continued to expand and the improvement in the position of small 
business which became evident in 1954 has continued into 1956. 

The SBA has registered substantial gains in a variety of its 
programs. 

Small Business is getting more Government business. 

SBA is making more loans to more people, faster. 

SBA production and management programs are increasingly etfec- 
tive. 

Small business is making significant gains within the economy of 
this Nation. 

In judging the state of the economy or the well-being of the small- 
business community, it is possible to use any number of different 
indices. We have felt that to use any one criteria can result in a 
distorted picture. Business failures alone are not a good criteria. 
They must be observed but are not significant without a study of the 
specific areas of business activity in which failures are occurring. In 
order to get an accurate picture, it is necessary to consider all indices, 
of which business failures is only one. 

The number of businesses have increased since the end of World War 
II by approximately one-third. During the war, there was only one 
business for every 47 persons; today there is one business for every 
39 persons. Last year there was a record number of business incorpo- 
rations and in all but one month of 1955, the number of business 
incorporations was higher than in the corresponding month of 1954. 
This comparison is even more impressive when we remember that 
each month in 1954 drew a greater number of incorporations than in 
the corresponding month of 1953. This steady increase in new busi- 
ness incorporations has continued during the early months of 1956. 
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Through February of this year, 25,860 new incorporations were re 
corded. This may be compared to 24,550 for the first 2 months in 
1955. 

Throughout most of 1954, the trend of business failures was visibly 
downward and in 1955 business failures were slightly below 1954. 
In 1955, the total number of business failures reported by Dun ant 
Bradstreet. Inc., was 10,969 compared with 11,086 in 1954. The 1955 
rate of failure was unchanged over 1954—42 for each 10,000 enter- 
prises listed in the Dun and Bradstreet reference book. 

Actually, failures in 1954 and 1955 have been low in relation both 
to the annual average number and the rate of failures. For the period 
1900-55, the average number was 13,612 and the rate was 70 per 
10,000 business enterprises. 

The number of failures is not a significant proportion of the total 
number of small businesses in existence. Since Dun and Bradstreet 
records cover approximately 2,600,000 small-business firms, the num- 
ber of failures in 1955 was almost 11 out of 2,600 small-business firms 
in existence. 

The number of business failures reported by Dun and Bradstreet 
was higher during the first 3 months of 1956. By March 29, 1956, 
there was a total of 3,319 business failures compared with 2,977 during 
the first 13 weeks of last year. It is too early to draw any conclusions 
as to the total number of failures for 1956. 

There are shifts in the composition of failures which can be dis- 
cerned. In 1955, there was an increase in failures in food, liquor, 
apparel, lumber, and building materials in the retail trades, while 
there were decreases in failures of retailers in furniture and home 
furnishings and in the automotive group. 

On the other hand, in 1956 to date, increases in failures have been 
concentrated in those industry groups affected by the change in the 
levels of contract construction activity (retailing of lumber, build- 
ing materi: als and hardware) and in the automotive industries. On 
the basis of recent estimates that total construction activity and the 
automotive industry may pick up, it is possible that the business fail- 
ures in these segments of the economy may decrease during the re- 
mainder of the year. 

The improvement in the financial positions of small manufacturing 
corporations which took form in mid-1954, after a decline over sev- 
eral years, has continued through 1955. 

Although we do not have the financial reports of manufacturing 
corporations for the fourth quarter, it is anticipated that they will 
show a continuation of an upward trend that was visible during the 
first three quarters. 

As a matter of fact, if I may interpolate briefly, we have just had 
a glimpse of the figures for the last quarter of 1955, sales and earnings, 
compiled by the Federal Trade Commission and the Securities and Ex- 
change Commission. 

They show that after taxes, earnings of United States manufactur- 
ing corporations with assets under $1 million increased from $48 mil- 
lion to $102 million during the fourth quarter of 1955, comparing 
them with the fourth quarter of 1954. 

That was the last quarter of 1955, compared with the last quarter 
of 1954. 
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Those figures just became available, I think. 

Mr. Opom. Would you mind reading those figures again, Mr. 
Barnes? 

Mr. Barnes. Yes. After taxes, the earnings of United States 
manufacturing corporations with assets under "$1 million increased 
from $48 million to $102 million, comparing the fourth quarter of 
1954 with the fourth quarter of 1955, according to the Federal Trade 
Commission and Securities and Exchange Commission figures released 
this week. 

Mr. Ovom. Do you have the figures on percentages / 

Mr. Barnes. I don’t believe we have had the time to compile them. 

Do you wish those figures on percentages for the full year 1955, 
is that what you are asking ? 

Mr. Ovom. I asked if you have the percentages of the earnings after 
taxes, to sales, 

Mr. Barnes. No, sir, we do not. We have earnings on stockholders’ 
equity, and the percentages before taxes and after taxes. 

Mr. Ovom. What are those percentages / 

Mr. Barnes. If you would turn to page 16 of the semiannual 
report-——— 

Mr. Opvom. Talking about the fourth quarter of 1955. 

Mr. Barnes. We have it compiled only for the full year. 

Mr. Ovom. You have the full year 1955 ? 

Mr. Barnes. Yes. 

Mr. Ovom. What is that? 

Mr. Barnes. Look at page 16 of the semiannual report. I will 
give it to you by columns. 

Chairman Sparkman. What you are going to do, you are going to 
take the figures you have received for the four quarters and correct 
the figures? 

Mr. Barnes. That is right. 

Chairman SparkmMan. What would that become 
come what? 

Mr. Barnes. 14.7. Then, in the fourth column, Assets Under One 
Million Dollars, the figure for the full year would be 7.5, instead 
Chairman Sparkman. You said fourth; you mean third? 

Mr. Barnes. Yes, the third column. 

Chairman SparkMan, 7.5 instead of -—— 

Mr. Barnes. Instead of 6.9; and the last column, 13 even. 

Chairman SparkMAN. Even ?/ 

Mr. Barnes. Yes, sir. 

Chairman Sparkman. And the second column, instead of 22.9 

Mr. Barnes, 24.5. 

May I continue / 

Chairman Sparkman. Yes, and thank you very much. 

Mr. Ovom. Mr. Barnes, these statistics do show a general decrease 
from 1953 to 1954, which is now increased in 1955. 

Mr. Barnes. That is right. 

Small corporations continue to show substantial increase in their 
earnings before taxes. Similarly, the earnings after taxes of small 
corporations have increased. Earnings after taxes of manufacturing 
corporations with assets under $1 million were $1,096,000,000 in 1947, 
but had dropped to $656 million by 1953. 





13.7 would be- 
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They continued to drop during 1954, but for the four quarters ending 
with the third quarter of 1955 they were 8627 million. 

In the third quarter of 1955, earnings after taxes had reached a level 
of $252 million, compared with $154 million in the corresponding 
quarter the year before. 

Although small corporation profits are still relatively much lower 
than those of large manufacturers, compared with the base period 
years 1147-49, there is now detinite evidence of an upward trend in 
varnings of the small firms. This is encouraging because the impact 
of taxes on the small manufacturers has been a factor in limiting the 
amount of internal financing by them. Similar trends are evident for 
both the dollar volume of earnings and the percentage of earnings on 
stockholders’ equity. The annual rate of earnings of stockholders’ 
equity before and after taxes declined during the period of 1951-4, 
but were higher for 1955, than they were during 1954. 

We are encouraged by the many factors which indicate that the 
small-business segment of our economy has strengthened and will con- 
tinue to do so in 1956, 

Mr. Sruuts. Mr. Barnes, while we may be encouraged by the many 
factors, after quoting those figures, is it true that the larger corpora- 
tions also show a strengihening of their protit position ¢ 

Mr. Barnes. Yes, sir. And there has been no place in this report 
where we have indicated anything other than that which is happening 
with small firms. 

It is perfectly true that large firms have increased their earnings and 
their profits, and even in some cases have increased their relative 
position. But, we are obligated to report on what is happening in 
the small-business community, and they have intended that our figures 
and our report should be relative to the posi.ion of small business in 
previous semiannual reports and in the past. 

I am not, of course, saa do not indicate that small firms have in 
creased their earnings so as to surpass large firms, or anything of that 
nature. What I have done, and what has been intended by this re- 
port is the same way that in the past we have reported factually what 
we felt their relative position was on the previous 6 months’ period, 
We have reported now that there is an increase in their earnings, 
but we do not report completely on large firms, of course, other than 
to ascercain what their relative position is. 

Mr. Sruurs. Do you feel that it is somewhat significant, however, 
that during a period of 1955, to take an example, that the large busi 
hess position increase is more than the small business, or during a 
period of several years / 

You do not discount completely relative statistics, do you? 

Mr. Barnes. Not at all; not at all. I think however, I just covered 
that in my statement; we have continually pointed out the divergence 
between large firms and small firms in the matter of their earnings. 
and from our first semiannual report, have been concerned over the 
apparent disparity between large firms and small firms insofar as 

‘arnings are concerned. 

However, as I intend to state a little bit more completely further 
on, it it our obligation to tell you what is happening within the small- 
business community itself on these indices. 

We are following the same indices now that we did in our first 
semiannual report, and intend to report factually what is happening 
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in each of these activities that we think, taken all together, indicates 
the relative position of small business, both as to large business and 
to their previous situation. 

Mr. Sruutrs. Thank you. 

Chairman Sparkman. I am not trying to prevent anybody from 
asking questions at any time, but it seems to me that perhaps we 
would conserve time by letting Mr. Barnes complete his general state- 
ment, unless you do have something specific such as this fourth-quarter 
proposition, for instance. It was entirely correct to break into it 
at that point, since the figures have just become available, but un- 
doubtedly Mr. Barnes will cover many of these points as he goes 
along in the statement, and following that we can question just as 
closely as we wish. 

All right, Mr. Barnes. 

Mr. Barnes. Compared with the small manufacturers, the larger 
corporations are able to obtain long-term financing at an appreciably 
lower cost, to retain earnings or to obtain funds more easily through 
equity financing. Small manufacturers are forced to rely more on 
their creditors than on short-term loans. 

Financing available to small concerns is substantially below the 
amounts needed. A recent study by the Department of Commerce 
shows that of the firms included in the survey, 20.1 percent had not 
been able to obtain funds they wanted; 13.3 percent obtained some 
funds, and 6.8 percent did not obtain any. Even though as a credit 
matter some of these firms would not have obtained the financing 
requested, this study indicates there is a lack of long-term credit, 
especially when it is considered that the individual amounts of credit 
sought were not large, the average amount being less than $10,000. 

1955 was a banner year for the flotation of new securities in the 
security market. During the latter part of the year, the number of 
uranium issues dropped sharply. Nevertheless, new issues continued 
to climb up to $20 million a month. This indicates that new oppor- 
tunities which have not existed since 1929 have been opened for com- 
mon stock financing for small companies. This encouraging change 
may be due to the lessened attractiveness of well established issues to 
many investors because of the high levels of the market and the oppor- 
tunities for capital gains in smaller issues. 

A boom economy brings to the fore its own problems. Foremost 
among them is the squeeze on some raw materials. Today small busi- 
ness is complaining of inability to obtain steel, steel scrap, aluminum, 
copper, highly newsprint, lead, plate glass and other materials. They 
also complain of higher prices for such materials. The smaller con- 
cern has difficulty in absorbing these price increases. They point out 
that the historical allotment system used by suppliers discriminates 
against small firms because they are unable to obtain increased allot- 
ments, and, in some cases, if they are new users, they are not able to 
get supplies at all. When the economy flourishes, small businesses 
must be assured of a fair share of basic materials if they are to grow 
and flourish with the economy. 

T am not in favor of controls over materials, now particularly since 
the needs for defense would have priority and small firms might not 
get as much as at present. 

I would like. to interpolate here, by saying what I mean there— 
that the needs and requirements and demands of the present type of 
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defense program, for instance, calls for increased amounts of nickel 
over what proportionately was needed perhaps during the Korean 
war and World War IT. 

If allocations of materials were placed into effect, it is my own 
personal judgment that very likely the needs and requirements of the 
military would be such that certain luxury items, such as chrome, on 
automotive hardware, and things of that nature, would not be allowed ; 
and since small firms make most of those items, they would, in all 
likelihood, be the first ones to suffer, as luxury items were eliminated 
under any allocation plans that I have yet seen. 

I believe that basic industries such as steel, copper, nickel and alumi- 
num, might better fill the needs of small business if the suppliers were 
to enter into voluntary programs to share supplies of scarce metals 
and raw materials but the needs of small firms and new businesses 
should be taken into account in all such plans. Further, the Govern- 
ment stockpile should be and have been used in emergency situations 
as in the floods last fall when ODM released certain scarce metals. 

Another solution is to work with individual firms to locate available 
supplies of raw materials. This is now being done both by SBA and 
the Commerce Department. SBA dealt with more than 500 such 
eases during 1955. 

This problem is dealt with in detail and recommendations are made 
with respect to it in the recent report of the Attorney General made 
pursuant to section 207 (a) of th 1e Small Business Act of 1953, as 
amended—dated April 15, 1956, a very thorough report. 

Senator Schorrren. Mr. Chairman, might I ‘ask a question at this 
point, although I don’t want to interrupt—— 

Chairman SpaRKMAN. Yes. 

Senator ScHorrre.. Might it not be well to make that report a part 
of this record, by reference / 

Mr. Barnes. I have a copy here, in case one is not available to you. 
I will offer it for such use as you may see fit. 

Chairman Sparkman. Thank you. That will be done, without 
objection.* 

Mr. Barnes. I might interpolate there by saying that the Attorney 
General recommends that certain amendments be made to the Small 
Business Act, and we would concur with his report, and the reasons 
therefor. 

The impact of taxes since the war has had a harsh effect on small 
business. High tax rates impede the ability of small firms to plow 
earnings back into the business. Many inequities were corrected by 
the Revenue Act of 1954. However, one of the remaining problems 
is that of tax rates, both individual and corporate, and the income 
brackets to which these rates should apply. There are a number of 
bills pending in Congress dealing with a change in corporate income 
tax rates. Any tax relief granted should include both individuals and 
corporations. I say that because many small firms operate as indi- 
viduals, not as corporations. 

In addition, I should like to point out that the income tax problem 
should not overshadow the necessity for a study of the effect of estate 
and inheritance taxes on the continuity of small firms. The Revenue 
Act of 1954 permits the rapid amortization of new equipment. How- 


1The document referred to appears in this record as appendix 1. n. &% 
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ever, limitations are placed on the rapid amortization of used equip- 
ment and many small-business firms have expressed the opinion that 
this limitation should be removed. 

Loans to small business by private banks increased considerably 
in the last year. This increase is attributable in large part to moves 
which were taken by the Federal Government to increase bank credit. 
In recent months, however, the Federal Reserve bank has taken anti- 
inflation measures which have been designed to hold in check the 
lending rate. This action has been reflected in figures indicating that 
bank loans to business are slowing up. In addition, many banks have 
reached their lending limits and have filled to capacity their portfolios 
on different types of loans. As a result, small-business applicants for 
loans are being referred in increasing numbers to the Small Business 
Administration. 

The economic position of small business is affected by any pro- 
nounced rise and fall in merger activity. The recent study of the 
Federal Trade Commission of 1,773 mergers and acquisitions between 
1948 and 1954 indicates that nearly two-thirds of these acquisitions 
were made by companies with assets of $10 million or more. In con- 
trast, companies with assets of less than $1 million accounted for less 
than 8 percent. The Federal Trade Commission found competitive 
factors are not the only forces underlying mergers. The limited ability 
of small companies to command financial resources needed for expan- 
sion or modernization is one of a number of factors which may cause 
the selling company to take the initiative in offering to sell. 

Insofar as the efforts of the Small Business Administration in be- 
half of small business are successful, the antitrust laws are vigorously 
enforced and the tax laws and Government policies take into account 
the problems peculiar to small business, encourage and make it possible 
for individuals to exercise their own initiative to take business risks 
and retain enough profits to make the effort worthwhile, the trend 
toward mergers will be arrested. 

It is difficult to assess the effect of mergers upon the smaller con- 
cerns. It is clear that a merger per se does not reduce competition. 

However, there is a tendency for the spread of what are called “con- 
glomerate mergers.” Firms are acquiring other concerns in entirely 
different lines of business. Today we see a variety of conglomerate 
mergers such as the purchase by a manufacturer of aircraft com- 
ponent products of a company making watches and clocks, or a dairy 
products company of a chemical company. 

Such mergers are not illegal, and no doubt not all of them are harm- 
ful, but it is my personal opinion that where a large corporation moves 
into a new area of competition largely populated by small business, 
there is justification for a strict Government “watchdog” attitude. 

The spread of industry-wide bargaining agreements has had a 
substantial effect on small-business concerns which now must match 
the wage rates of larger members of an industry. This potentially 
detrimental effect has been aggravated by the appearance of the so- 
called guaranteed annual wage. Experience has indicated that it 
is not possible for every individual small-business enterprise to offer 
stabilized employment. It appears, therefore, that the economic secur- 
ity of many workers may be more nearly achieved through payments 
by business enterprises into unemployment compensation funds, 
rather than through arrangements with labor, patterned after those 
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established in giant industries. Such funds are practical because the 
small-business segment of our economy has more stability and re- 
sources than its individual small-business units. 

Now, as to procurement and technical assistance. The Small Busi- 
ness Administration has strengthened and expanded its programs de- 
signed to help small business to participate in a greater proportion of 
the total Government procurement. The most persistent problem 
now faced is how most efficiently to divide the available manpower 
among the various procurement assistance programs. 

The SBA-Defense Department program to set aside defense pro- 
curement exclusively for small business has grown more effective. 
The potential scope of this set-aside, or joint determination program, 
has been sane by the execution on November 14, 1955, of an agree- 
ment with the Department of Defense, embodied now in Department of 
Defense Directive No. 4100.9. In addition, similar agreements have 
been concluded with a number of other Government agencies, includ- 
ing General Services Administration, Veterans’ Administration, 
Atomic E nergy Commission, the International Cooperation Ad- 
ministration, and the Departments of Agriculture, Interior, and the 
Post Office. 

At this time we have not had suflicient experience under these 
agreements to assess their effectiveness, but we anticipate that set- 
aside programs with the civilian agencies will without question in- 
crease the small-business share of Government procurement. 

The certificate of compentency program continues to make available 
to small contractors an appeals procedure whereby they can obtain 
a review of a contracting officer’s decision that they are unable to per- 
form a Government contract because of lack of productive or financial 
capacity. 

This program is effective not only because it enables the Government 
to buy at the lowest available price, and promotes competition for Gov- 
ernment procurement, but also because it tends to encourage the con- 
tracting officer to give careful consideration to the qualifications of 
the small business which has submitted the lowest bid. 

The Small Business Administration, through its procurement as- 
sistance counseling programs, helps small firms participate in Gov- 
ernment procurement by assisting them to be included on appropriate 
bidders lists and to determine the services they can supply to the Gov- 
ernment. We are able to obtain bid sets for any purchase which is 
suitable for supply by small business and on request will provide 
notice of bidding opportunities in both the prime and subcontract- 
ing fields. 

In the prime contract referral program this Agency reviews bidding 
forms, drawings and specifications to determine if small firms can 
supply the items. Firms whose facilities records on file with SBA 
indicate that they can furnish such items are notified of bidding oppor- 
tunities. 

Insofar as subcontracting is concerned, in recent months the SBA 
has received fewer complaints from small firms about their inability 
to obtain subcontracts. This may be due to the rising volume of non- 
Government business and to the effect of the subcontracting programs 
of SBA, the Department of Defense and other Federal agencies. 


1a For comparative summary of March 10, 1954, and November 14, 1955, revised De- 
partment of Defense Instruction No. 4100.9, see p. 90 (SBA exhibit E). 
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SBA develops subcontracting opportunities for small firms by call- 
ing on prime contractors, emphasizing to them the benefits of subcon- 
tracting and helping them to determine which items are suitable for 
subcontracting. An effective subcontracting program is dependent 
upon such personal contacts with prime contractors in behalf of spe- 
cific small firms and with regard to definite contracts. 

We are particularly proud of a small but efficient group in our 
agency that is responsible for encouraging administrative management 
courses and issuing management publications. A study made during 
1953 by the Chante of Commerce of the United States stated that 
the primary problem of small business and the predominant reason 
for their high rate of failure was the lack of adequate management. 
This conclusion has been reached by many competent students of small 
business and the statement is made that about 9 out of 10 business 
failures are due to inefficient or incompetent management. While it 
may be that the immediate cause of most failures is a lack of capital, 
underlying the financial difficulties is usually a more basic problem— 
inadequate or incompetent management. 

In cooperation with universities and other educational groups 
throughout the Nation, the SBA is cosponsoring short courses in ad- 
ministrative management for small-business owners and directors. 
These courses are designed to help the small-business operator to im- 
prove his knowledge of business administration and are concerned 
with management policy having to do with organizing, staffing, plan- 
ning, directing, and controlling.» 

While the results of these courses can be judged directly only by 
the evaluations from the businessmen who take them, and these evalua- 
tions have been favorable, I believe that this inexpensive program can 
be one of the most significant in the efforts of this Administration 
to strengthen the overall position of small business. 

We are continuing our publication of Management Aids. They are 
widely read. I believe a good indication as to the quality of our pub- 
lications is contained in a recent article by Professor Paul Donham 
of the Harvard Business School, printed in the Harvard Business 
Review, in which he said: 

The point I should like to make about the SBA publications is that they do 
not pretend to be what they are not, and they are the best literature of their 
kind currently being published. 

In addition to assisting in the training of management, our Agency 
will aid small-plant operators who are confronted with technical and 
production problems for which outside counseling is needed. We also 
provide a products assistance program which makes available to small 
concerns data on research and on product processing and marketing 
development needed in solving day-to-day operating problems or which 
can be used to diversify or expand the operations. 

As this committee knows, the SBA has assisted the organization 
of small-business production pools designed to enable a group of small 
concerns to come together and successfully to compete for larger Gov- 
ernment contracts unsuitable in nature to most small manufacturers. 
We are today engaged in studies to determine whether this pooling 
technique may be extended to solve many other kinds of problems 
which small business encounters. 


1” See p. 116 (SBA exhibit X). 
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For example, can small concerns pool their resources to meet the 
problems of marketing their products on a national basis, or to sell 
their products abroad? We believe that small-business pools can be 
developed as perhaps a new type of business entity which will enable 
the smaller concerns to take on larger jobs. These would operate not 
as cooperatives to share profits and to avoid taxes, but as a cost-sharing 
arrangement with the profits being allocated to and retained by the 
individual firms. 

Now, the definition of small business. 

Since the inception of the Small Business Administration Finan- 
cial-Assistance program, the definition of a small business used for 
this and related programs has been a multiple standard one. Thus, 
insofar as a manufacturing business is concerned, it is small if it 
employs 250 or fewer employees; it is large if it employs more than 
1,000 employees, and it is either small or large depending on its in- 
dustry and in accordance with employment size standards developed 
by SBA, if it employs more than 250 but not more than 1,000 
employees. 

Similar flexible standards based on the annual dollar volume of 
sales have been set up for retail, wholesaling and service trades. 
Insofar as financial assistance, a wholly intra-agency function, is con- 
cerned, these standards have proved satisfactory. 

The effort of the Small Business Administration to establish multi- 
ple standards in the lending field has been a pioneering effort which 
has involved a great deal of testing, experimentation, tailoring, and 
revising. The Small Business Administration has confined this 
initial pioneering effort to the financial field which is wholly within 
our own walls and is independent of other agencies. Now that this 
effort to establish multiple standards has proved successful, we are 
tackling a more difficult one—the problem of definition in the pro- 
curement field, where, incidentally, instead of 20 or 30 actions a day, 
all in our one agency, there may be 15 agencies which take as many 
as 8,000 decisions per day on this same problem. 

Where the operations of other Government agencies are involved, 
the use of a multiple standard definition of small business tends to 
create serious administrative problems. We must bear in mind that 
arbitrary unilateral action may well damage the program we are 
trying to expand. 

The difficulty of defining small business for Government. procure- 
ment purposes is one which has been of great concern to me. I have 
long realized that the figure of 500 employees, which has for many 
years constituted the dividing line between small and large business, 
is arbitrary and may be inequitable. I have also realized that the 
Congress has long been dissatisfied with this definition. I am like- 
wise aware that our act authorizes me to adopt and publish size stand- 
ards which shall be mandatory on all Government procuring agencies. 

I felt that all problems inherent in a change from the “500 rule” 
should be given every consideration. I therefore appointed an inter- 
agency task force composed of representatives of those departments 
ha aving procurement responsibilities, as well as those having a col- 
lateral interest. This task force has been accorded full and complete 
opportunity to present its comments and recommendations, all of 
which I have carefully considered. It has been impossible to obtain 
unanimous agreement by this group. 

78874—56——2 








14 PROGRESS REPORT ON SMALL BUSINESS ADMINISTRATION 


After considering all factors involved I have approved a definition 
which still has some minor clearances to go through, and which I 
believe to be equitable and sufficiently flexible to meet most of the 
objections to the former “500 rule.” Briefly, this new definition will 
permit firms employing over 500 people to be considered small business 
for procurement purposes, under certain conditions. It will likewise 
permit us to declare certain firms to be big business who employ fewer 
than 500 people. 

I am sure there will be many unforeseeable problems. We will meet 
these as they arise. Amendments to this new definition will be made 
as they may become necessary. This is the first action ever taken to 
change the “500 rule.” While it is probably not the final solution to 
a problem which has plagued me and my predecessors, and other 
agencies, for many years, I feel that it is a definite step in the right 
direction. 

Our relations with other agencies have been good. We are con- 
sulted by the Departments of Justice, Labor, Treasury, Commerce, 
and the President’s Council of Economic Advisers on matters of 
interest to smal] business. We have established working relationships 
with various procurement agencies, not only within the Department 
of Defense but also with many independent agencies, and the De- 
partments of Agriculture, Interior, and the Post Office. We have 
worked harmoniously with the SEC on problems affecting equity 
financing. 

We want to commend the officials of these agencies for their sincere 
cooperation. 

We would also like to thank the Senate Small Business Committee 
for their cooperation. Your staff has been most helpful, and has 
shown a keen understanding of not only the problems of small business 
but the problems of Government agencies. Your committee is dedi- 
cated to the same objective as are we—rendering service to the small- 
uses community. 

It appears that the need for SBA financial assistance is increasing. 
In March of this vear a total of 505 applications for business loans 
were received. This was the highest number of applicants during any 
month in the history of the organization. This sharp increase is 
believed to be the result of several factors. 

First, the small-business community has become more familiar with 
the agency’s financial assistance programs. A closer relationship has 
been dev eloped with the Nation’s banks through personal contacts and 
cooperation in the disaster loan program. 

Arising out of this close relationship is a new program in partici- 
pation with the banks known as the limited loan participation pro- 
gram, which is designed, among other things, to provide better assist- 
ance to small retailers, wholesale distributors and service establish- 
ments which could not previously qualify for financial assistance. 
And finally, as I have already indicated, there has been a significant 
tightening in the availability of credit from private sources. 

We feel that the most significant recent development in our financial 
assistance program is the successful introduction of the limited loan 
participation program. If any evidence is needed to indicate the use- 
fulness of this program, I need only cite the fact. a at of 505 appli- 
cations for business loans received in March, 125 were for loans 
under the limited loan participation program. 
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1 might also say that out of some 275 applications so far received 
under this program, 213 were approved, indicating an approval rate 
of about, a little less than SO percent, as compared with in the neigh 
borhood of 50 percent or lower under the regular business loan 
program, 

Under this plan, the SBA in cooperation with the local banks, can 
make loans to small retailers, wholesalers and service establishments 
which often find it impossible to obtain longer term loans. 

SBA will participate in these loans in an amount up to $15,000 or 
75 percent of the total amount of the loan, whichever is the lesser. ‘The 
participating bank’s share of the loan generally must represent addi- 
tional financing equal to not less than 25 percent of the total amount 
of the loan. ‘These loans are made for a period up to 5. years at an 
interest rate of not more than 6 percent. 

In the operation of the program, reliance is placed on the banks to 
determine the credit worthiness of the applicant and the adequacy of 
collateral available to secure the loan. Lhe bank makes most of the 
credit investigations and supplies this agency with the kind of credit 
information which is normally available only to local banks. 

As a result, SBA regional directors, who have been delegated au- 
thority to approve such loans, in many cases have taken appropriate 
action the same day that the application is received. 

This program was put into effect in July on a trial basis but no 
public announcement was made until January. Our oflice has since 
been flooded with inquiries concerning this program and we anticipate 
that the number of applications for such loans will continue to increase. 

Aside from the limited loan participation program, approximately 
two-thirds of the regular business loans approved by thus agency are 
in cooperation with local banks. We recognize that our lending pro- 
gram 1s established to fill a gap in the credit picture and provide fi- 
nancing to small-business concerns which cannot be provided by pri- 
vate lenders, particularly in the area of medium- and long-term loans, 

We are proud of our record of cooperation with private lending in- 
stitutions and we feel that when we persuade a bank to participate in 
our loans, not only are we carrying out the statutory requirements 
under which we operate, but also we are encouraging private lenders 
to meet a responsibility to smaller concerns. 

Moreover, the local banks are assisting the Government to hold 
down administrative costs in loan making by furnishing information 
as to the quality of management of loan applicants, credit strength, 
and repayment prospects. ‘The banks have been most cooperative in 
providing qualified credit men to work with the employees of this 
agency in disaster field offices in the processing of disaster loans. 
Without their invaluable help we could not have provided the emer- 
gency assistance needed as quickly as has been possible. 

We are also proud of the record made in meeting the needs of dis- 
aster victims. Many letters of commendation are in our files from 
grateful victims, public officials, and banks. Of more than 13,000 ap- 
plications received by this agency to date, approximately 5,000 have 
been for disaster loans. During the 9 months of the present fiscal year 
we have received 3,500 applications for loans from the victims of tor- 
nadoes, hurricanes, floods, and landslides. 

It is, of course, difficult to anticipate what the future demands for 
disaster loans will be. Nevertheless, we are determined to improve our 
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record of rendering prompt and efficient disaster assistance wherever 
it is needed. 

We are continually striving to disburse loans in the shortest time 
possible. After adjustment for cancellations, we find that 80 percent 
of all business loans approved have been disbursed. This record is 
all the more satisfactory when one considers that the speed with which 
a loan is disbursed depends in many instances not only upon the co- 
operation of the borrower but also the desires of the borrower as to 
when he wishes to take down his loan. For example, in the case of 
construction loans, often such construction is financed on an interim 
basis by private credit sources and no disbursement is required until 
the completion of the facilities. 

One of this agency’s most serious problems at the present time in 
the operation of its financial assistance program is obtaining an 
adequate staff for the purpose. Part of this difficulty is due, un- 
doubtedly, to the fact that this agency is a temporary one and is 
therefore handicapped in competing for the available financial spe- 
cialists. We have only 156 financial specialists employed in the 
various regional offices. About half of these are over 60 years of age. 

Each month this limited staff must handle 5,000 to 6,000 personal 
interviews, telephone communications and letters relating to the 
financial assistance program. While all of these inquiries do not 
result in applications for loans, they represent a substantial admin- 
istrative burden. In addition, this staff must process the many busi- 
ness loan applications presently being received, assist in closing the 
loans and service almost 7,000 business and disaster loans. 

We also must be prepared to staff various disaster field offices 
without advance notice when these disasters occur. Following the 
floods in New England, approximately 40 financial specialists were 
drawn from regional offices in the eastern half of the United States 
to work with men loaned by the banks in processing the applications 
received, 

To meet this situation we have requested, and the Bureau of the 
Budget has recommended, approval of funds for the next fiscal year 
to increase our present staff of financial people and, because qualified 
men are difficult to find with the experience required, to institute a 
training program to equip younger men for the work involved. 

We realize, however, that the solution to our problems is not entirely 
additional manpower to meet the expanded workload but we must 
also strive for the greatest efficiency possible in our operations. We 
are continually looking for means to shorten our processing time, 
within prudent limits, and I have recently appointed 2 committee, 
within the Washington staff, responsible for special emphasis on such 
improvements. 

By this means, and through the help of ‘our National Council of 
Consultants and the assistance of some of the leading bankers of the 
country, we are bringing our operations to the point where we can 
provide the greatest possible assistance to the small-business concerns 
of the country for the least administrative cost to the Government. 

In general, we believe the Small Business Act is good legislation. 
Its framework contains sufficient authority and enough flexibility to 
permit a progressive development of our programs. 

One obstacle which has restricted the activities of this agency is the 
fact that many of our programs are geared and restricted to war and 
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defense production. For example, in section 212 of 
administration is given a variety of powers. However, in most cases 
the use of these powers is restricted to programs primarily concerned 
with war and defense production. 

The attorney generé Is s report of April 13,° to which I have previ- 
ously referred, concerning the availability of materials, has recognized 
this existing weakness in our legis}: ation and has recommended that, 
in certain instances, our legislation be amended to include not only 
war and defense production | but civilian production as well. 
their report: 


our act, the 


T 0 quote 


This limitation is inappropriate to the present state of affairs since the 
problems which SBA is now called upon to resolve are unrelated to war and 
defense production. It is clear that the operations of SBA in this field would 
be aided by a legislative amendment removing this limitation, and permitting 
the agency much greater latitude in developing the overall factual picture in the 
distributions of materials which are presently, or are 


soon expected to be, in 
short supply. 


Such an amendment would be equally helpful in the other 
which this administration is directed to carry out. 

Now, Mr. Chairman, in view of your statement at the start of this 
hearing, and which I assume you wish to develop further in your 
queries, and also the criticism of the semiannual report by Senator 
Morse, as reported in the Congressional Record, 1 would think I 
should develop that statement a little further. 

I have great respect, of course, for both you and Senator Morse. 
I do not feel, however, that there is any great difference over the facts 
as reported, but since there seems to be a difference over the emphasis 
that should be placed on those facts, perhaps a further statement from 
me on the subject would be useful. 

The Small Business Administration has not shirked its duty to 
report the facts as it finds them. 

In the second semiannual report of the SBA for the 6 months 
ending July 31, 1954, the economic chapter, beginning on page 14, 
had a major heading: “What Is Happening to Small Business ?” 
‘This discussion started off with this statement : 


programs 


During recent months, it has become apparent to even casual 
financial statements that small business in important indus 
well. 


readers of 
ries is not faring 


The succeeding 8 pages discussed in detail the difficulties confront- 
ing small business. 

For example, in the statement of earnings after taxes, the admin- 
istrator reported : 

The impetus given by the Korean boom has faded, leaving sinall business 
in a somewhat less favorable position than in the pre-Korean period, while, 
on the other hand, it is apparent that after taxes large firms are definitely 
in as good or a better position than they were before Korea. 

I pointed out the unfavorable picture of earnings on stockholders’ 
equity. 

Referring to a chart on the small business share of total sales and 
earnings, T said: “This shows a steady cutting down of the relative 
position between small and large business.” 


® See appendix 1, p. 63. 
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Referring to the situation on working capital, T said: “It is obvious 
that funds are not available for any substantial increase or growth.” 

Discussing the share of total production, I stated that except for 
a few industries: “There was a decrease in the share of the total mar- 
ket for the plants of this size in all other major industry groups.” 

And may I say, sir, that at the time that I issued those reports, I 
was so apprehensive over the gloomy picture that I was painting that 
I was doubtful of the wisdom of making it public, but merely to 
report it to the President and Congress as required by law. 

However, we determined then, and have continued to make public 
the reports, making them available to everyone, and we have followed 
the same indices from the time of our first reports to the present. 

The following specific comments might be made upon the criti- 
cism that Senator Morse voiced, as reported in the Congressional 
Record :* 

The figures of 10,969 failures is not alarmingly high, as compared 
with 2,600,000 small businesses covered by Dun & Bradstreet. It is 
true that it is higher than the failure figure during all the war years and 
reconversion years, but it compares with the figure of 14,768 in 1939. 

Since the number of small businesses was one-third smaller than it 
is today, the present figure it, to us, encouraging. 

The 1939 figure is used as the date which is the benchmark for com- 
parison with the prewar period most often used by all economists and 
commentators. 

In Senator Morse’s comments, it was also discounted—the impor- 
tance of new business incorporations, stating that the more important 
figure is the net increase in the number of active business firms. 

He pointed out that there was a decrease of 4,000 in 1954. The 
figure for 1955 is listed as not available. 

For the first 6 months of 1955, we have a net increase of 44,800, 
indicating a figure for the total year which would be far above any 
of the other years listed in the schedule set forth by Senator Morse 
in his comments. 

May I say that as for new business incorporations, and your com- 
ment as to the Commerce Department’s conclusion on it, after very 
careful reflection I don’t see any other sound reason that can be 
attributed to new business incorporations, than that it is done be- 
cause of new projects that are planned, new enterprises that are sched- 
uled for development in the ensuing year, or because the individual 
or firm that is developing the new corporation has reasons to do so 
for tax purposes. 

Now, in the light of that and without being familar intimately 
with the report that you cited, sir, from the Department t of Com- 
merce, I would be forced to say that I had not reached the same con- 
clusions that are cited in their report.. I think that there tends to 
be more incorporations in a period where there is either a boom 
economy or where for tax reasons or earning reasons it is to the ad- 

vantage of the businessman to form a new corporation. 

We accept the statement of Senator Morse that the figure of earn- 
ings after taxes is the most realistic figure to be used, ‘although the 
figure before taxes we feel is important for us to keep and report 
to this committee, since it measures for our benefit and for yours, and 





8’ Congressional Record, April 12, 1956, p. 5550. 
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for the benefit of Congress in considering possible tax changes the 
potential small- business profit if tax relief is granted. 

In his comment (Senator Morse’s) the earnings of corporations 
were listed with assets under $1 million with the full yearly figures 
from 1947 to 1951 and the fourth-quarter figures for 1952, 1953, and 
1954, and the first quarter of 1955. 

However, using the same standards but using the full-year figures 
for 1952, 1953, 1954, and 1955, on the same sche «dule as set forth in his 
comments, we have arrived at a figure of 85 for 1952, 70 for 1953, 51 
for 1954, and 73 for 1955. 

If these figures are compared with the ones supplied in the schedule 
accompanying Senator Morse’s comments, they do show a more favor- 
able picture of small-business profits for those years. 

Now, of course, statistics are capable of any amount of interpreta- 
tion. Years can be lumped together with almost any result. 

Senator Morse himself ac cepts our statement that there was a sharp 
improvement in small firms’ earnings by saying it is true that the 
small-business earnings index is up as compared with the index for 
1954. But what is significant as far as we are concerned is the trend 
of the deterioration of earnings which continued for a long period, a 
long postwar period, and lasting until the early part of 1954, has ac- 
cording to these indices been arrested and turned up. 

In regard to the earnings on stockholder’s equity, the Small Busi- 
ness Administration stated that beginning 1n.1954 and through 1955 
there was an improvement for both small and large corporations. 

For 1955, the annual rate of earnings before taxes for the smaller 
corporations was 14.7, and for the larger corporations, 24.5 percent. 

The SBA did nothing at all to conceal the fact that the increase in 
earnings in stockholders’ equity was greater for larger corporations 
than it was for smaller corporations, and as | said before, as I said 
before Senator Morse came in, 1n response to a question, we set those 
out but we don’t particularly attack the large corporations. We 
merely intend to report on what is happening in the small-business 
field. 

In Senator Morse’s comment it was not disputed—our contention 
that there was an improvement in the figures on net sales for small 
business. For the full year 1955, the latest figure shows that sales were 
$36,230 million for firms with assets under $1 million, compared with 
$33,700 million for the year before. 

Basically I feel that Senator Morse is in complete agreement with 
the figures which have been presented by the Small Business Admin- 
istration. The thesis is not that SBA has misre presented the figures, 
but that it has not represented the more glowing earnings of the larger 
corporations. This is quite understandable, since the SBA has been 
set up as an advocate for small business, and not as the representative 
or particularly the critic of large business. It is not our duty or re- 
sponsibility to point up the antithesis or conflict between the earnings 
and financial positions of small and big companies, nor to inveigh 
against businesses which do not qualify as small. 

However, we do not ignore the divergence. The SBA and all of 
us I think are supremely conscious of the fact that on the whole, small 
business occupies an inferior pos'tion in this country, insofar as its 
financial potential is concerned. That is precisely why the Small 
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Business Administration was set up by Congress and why we are 
operating today. Inthe absence of this differential in financial power, 
there would be no reason for a Small Business Administration. We 
have pointed out, however, the decided upturn in the trend of small- 
business health, a noteworthy development. 

Now, I think those comments cover most of the points that you 
raised except perhaps my personal attitude toward antitrust matters 
and as to the desirability of proceedings or Government action that 
might be desirable. 

i want to say quite frankly and honestly that I yield to no one 
in a desire and in an enthusiasm and a sincere belief that the most 
wholesome thing for the competitive situation in the future and for 
our economy in the future is a vigorous, thorough enforcement of our 
antitrust laws. 

I have served on the Attorney General’s Committee for revision of 
the laws and have at many times had an opportunity to consult and in 
other ways work with the Justice Department and the Federal Trade 
Commission. 

However, the task of this agency and myself is not regulatory in 
nature. The job of reporting to the Congress and making recom- 
mendations in the antitrust field is pretty firmly vested in those two 
agencies and within the executive branch. 

I have had ample opportunity to make my recommendations, and 
T have done so, and may I assure you that they have been strony: and 

vigorous ones. But since our function is not regulatory, I have aot 
felt that it was incumbent upon me to include in our semiannu al re- 
port lengthy recommendations as to what should be done about the 
enforcement or the changes in the antitrust laws. Rather, that should 
come from the agencies that are primarily affected by them. But 
merely the fact that I have not included in'the report, does not mean 
that I personally do not thoroughly subscribe to it and do not believe 
that that is an important phase of our life subscribed to by both politi- 
cal parties, a long-time policy of Government that is accepted as a 
part of our economic and business life in this country, and one that 
I thoroughly endorse. 

I thought that personal statement was desirable in view of what you. 
said in your statement, and now that I have endeavored to cover the 
position of small business generally and the activities and programs 
of the agency in particular, there are, no doubt, other matters which 
you would like to cover by personal interrogation. I will be happy 
to try to answer any questions or to submit any exhibits vou feel 
should be needed to complete the record for this committee. 

Chairman SpaRKMAN. Thank you, Mr. Barnes. I appreciate the 
very clear and forthright st: itements th: at you have given. I am not 
going to question you in detail. Iam going to leave that, at least first, 
to the other members of the committee. There are a few more or less 
formal or technical questions that I want to ask in order to get the 
record straight. 

On page 6 you make a statement with reference to taxes. I am very 
glad that you include that in your stataement, because T believe this 
committee has repeatedly reported that one of the greatest things 
that could be done for small business would be to work out some kind 
of tax relief. I just want to say that I hope you will lend your very 
best efforts to get all the help we can from the executive branch of 
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the Government and of Congress, too, as far as that is concerned, and 
the country as a whole, to support us in the view that we do need early 
and adequate tax relief for small business. 

Mr. Barnes. Mr. Chairman, I would like to enlarge a little bit on 
my statement. I have been given the opportunity within the executive 
branch to comment at various times and make recommendations on 
possible tax changes, and what might benefit small business most. | 
want to reassure you that we have been constantly working with the 
problem, and have had an opportunity to voice our viewpoint, which 
we have done very strongly, and it is under, I think I may say, serious 
consideration. 

Now, the details, I think. are within the executive branch of the 
Government, but for the help of this committee we have prepared 
analysis of the various tax bills that are before Congress at present. 
Without making any recommendation on any one of them, or doing 
anything more than to try to put them in a form that would be most 
useful for the members of this committee in considering them, I will 
offer the analysis and without recommending that it be included in 
the record, but for the benefit of the committee members. 

Chairman Sparkman. I think we would like to have it included in 
the record. It does not seem to be too long. Without objection, it 
will be made a part of the record.‘ 

I am glad you mentioned in here, too: One facet of the tax program 
that constitutes a real problem that I think is often overlooked, and 
that is the impact of the inher itanc ‘e taxes on small businesses, and par- 
ticularly the closely held family corporations. 

Mr. Barnes. I have had complaints from many different sources 
as to particularly the effect it has on the continuity of businesses and 
including small banks, closely held corporations, and they have a 
real problem, one that I believe justifies a study of the effect and 
whether the effect is one that is desirable. I intend to make a recom 
mendation within the executive branch on it, and merely mention it 
to you, that I think it is a matter of which Congress should be aware, 
that it does create a problem for many small firms, a problem not found 
in connection with the larger companies, and one that may contribute 
tothe merger problem, in that 

Chairman Sparkman. U ndoubtedly it is a large contributing factor 
to the merger question. I think there is no question about it, so far 
as the smaller corporations are concerned. 

You will recall the recommendations that this committee has made 
more times than once on that particular score. 

Now, one other thing. On page 9 yousay: 





Insofar as subcontracting is concerned, in recent months the SBA has received 
fewer complaints from small firms about their inability to obtain subcontracts. 
This may be due to the rising volume of nongovernment business. 

In just the last day or two, a gentleman who represents many small- 
business firms and who has had a great deal of experience in small- 
business work, one who represents them in the capacity of an attorney, 
made this statement to me, and I invite your comment on it. 

He said, “I am recommending to my ‘clients that they do not go in 
for Government business for two reasons.’ 


*The analysis referred to appears in this record as appendix 2, p. 69. 
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He felt that the position, the opportunity for small business in the 
Government was not good competitively, and second, that there was 
occurring so much of this integration of ‘business that the little busi- 
ness who goes into Government business is apt to find it is stranded all 
at once. 

What do you think of that ? 

Mr. Barnes. Well, I would not agree that he should not go into 
Government business, but I think that Government business should 
only be part of the business he plans. 

Chairman Sparkman. In other words, not to place sole reliance 
upon Government business ? 

Mr. Barnes. That is right; yes, sir. 

From what I know of the figures that have become available since 
the first of the year, an increasing number of set-asides have been 
made. The figures in 1955 were considerably better than 1954. So 
there will be, in my opinion, as these agr eements become more opera- 
tive, an increasing number of opportunities for prime contracts for 
small concerns, so that they will have more opportunities. 

But the small business and large business, too, for that matter, in 
my opinion should plan their operations so that the full reliance is 
not placed on the Government contracts which may be just as competi- 
tive as their nongovernment work. With the increasing population 
and many new products coming on the market, there is ample oppor- 
tunity to develop a civilian business along with the Government 
business. 

Now, as to subcontracting, this is the situation. Undoubtedly for 
the past few years there has been an increasing tendency to, as the 
overall Government procurement was cut back following the Korean 
war, for larger firms to withdraw into their own plants the contract 
work that has formerly been outside contract work, and to do that not 
only to keep their staff busy, but to keep their own volume up. 

It has been difficult in the past to know exactly what was going on 
in the subcontracting field. One of the agreements that was entered 
into last year in policies of the Defense Department has been to set 
up a subcontracting program. As that program continues through 
this fiscal year and reports become available from the prime con- 
tractors, we will have a knowledge of facts which we do not now have, 
and we can be in a position, both the Defense Department and the 
Small Business Administration, to discuss intelligently what policy 
changes might be made, or to report intelligently on what actually 
has happened. 

The full story on subcontracts is not available now, but it will be. 
That is about the situation as to subcontracts, and until it is, what we 
are doing is encouraging large firms in every way possible to continue 
to subcontract and trying to find subcontract opportunities for specific 
small firms. That is, I think, about all we can do until this reporting 
system has had a chance to work through a long enough period so we 
know exactly what is going on. 

Chairman Sparkman. On page 13, talking about the definition of 
small business, the “500 rule,” you say that this new definition will 
permit firms employing over 500 people to be considered small busi- 
ness for procurement purposes, under certain conditions, and likewise 
to permit you to declare certain firms to be big business who employ 
fewer than 500 people. 
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Am I correct in assuming, then, that you still use the 500 figure as a 
presumptive level ¢ 

Mr. Barnes. A presumptive level in which concerns will be able to 
self-declare but in the cases where the rule has an arbitrary effect, 
they will be able to apply for hearings on their individual problems 
and we will be able to take up their case and develop the facts and 
make a specific determination. 

Chairman SparKMAN. Now, on page 15, you refer to the participa 
tion by SBA in loans up to an amount of $15,000 or 75 percent of the 
total amount of the loan, whichever is the lesser, and then down below 
you make reference to SBA regional directors being delegated au 
thority to approve such loans. 

You are referring only to that type of loan, are you? 

Mr. Barnes. No, sir. They also have authority to approve loans 
under the regular loan program under certain circumstances. 

Chairman SparkMAN. But not with the same expedition that you 
are referring to here. You say sometimes they are made even the 
same day. 

Mr. Barnes. That is correct, but-——— 

Chairman SparKMAN. But those are only the smaller loansé In 
other words, the highest that loan could be, would be $20,000, wouldn't 
it ¢ 

Mr. Barnes. No. It could be more if the bank took an increasing 
percentage of the loan. 

Chairman SparKMAN. Oh, I see. The limitation is on you and not 
necessarily on the bank. 

Mr. Barnes. Yes, sir. But I think that this is going to have an 
effect on the other loan program, too, because the banks furnish more 
detailed information, and it is possible to act on it a lot quicker. As 
a matter of fact, it already has somewhat that effect. Many of the 
loans under the regular loan program are acted on in a comparatively 
short space of time—2 weeks and under: even loans that come into 
Washington. Now, that may not affect a complex loan that requires 
a lot of appraisal and analysis, and where there may be a lack of in 
formation supplied by the borrower. If it is a direct loan, it may 
still take a longer period merely to collect the information, but it does 
mean in a large percentage of our cases we are acting in a very short 
period of time. 

Chairman SparkKMAN. Senator Morse / 

I will ask a few more questions later. I am through for the time 
being. I just wanted to clear up those statements. 

Senator Morse. I want to refer to page 19 of your statement, Mr. 
Barnes. 

On the affirmative side, there is the recommendation that your legis- 
lation be amended to include not only war and defense production, but 
civilian production as well. I think that is important if vou are going 
to help small business make a better adjustment, which I think is 
needed, to civilian production. 

On page 19, in the foreseeable future there will be some production 
on war production and increased production on the civilian produc- 
tion. 

Now, has your agency prepared such an amendment as you have 
on page 19? 





-” 
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Mr. Barnes. We do not have the formal language, sir. The report 
of the Attorney General was made on the 13th, just 3 or 4 days ago. 
It just became available to us 2 days ago. 

Senator Morse. May I suggest it would he helpful to the committee 
if we could get that. If we find general agreement within the com- 
mittee as to the recommendation, I think we ought to have the lan- 
guage of such an amendment submitted to us. 

Mr. Barnes. All right, sir. 

Senator Morse. So we can have what [ hope to be a bipartisan spon 
sorship of that recommendation. 

Mr. Barnes. We will submit proposed language in support of that 
recommendation.® 

Senator Morse. Before I ask some specific questions on your semi- 
annual report, | want to first ask for your comment on what has hap- 
paned within your administration on business loans in the so-called 
drought areas along the line of our discussion a year ago in relation 
to the Johnson- Daniel amendment. 

Mr. Barnes. My recollection is, sir, we have had about between 30 
and 40 applications filed and they have been processed through, and I 
dont have an accurate breakdown on how many have been approved, 
but I think they have been considered with the regular loans and have 
about the same percentage as the regular loans have been approved.® 

Following the close of Congress last summer, we arranged for a 
meeting in Amarillo and invited to attend that meeting bankers and 
businessmen and our various advisory board members from a 5-State 
area, I think—Texas, New Mexico, Colorado, Kansas, and Oklahoma- 
which was inthe worst part of the drought area. 

At that meeting we discussed with these people, these businessmen 
and bankers, what would be the best system of handling the drought 
program, and since we didn't have the staff to establish offices through- 
out the whole drought area, we asked if the banks—and we had the 
presidents of the various banking associations in all those States pres- 
ent—we asked if they would be willing to cooperate to the extent 
of processing loans or loan applications for us, whether they were 
direct or participating; if they would just merely act as our agent in 
furnishing forms to the borrowers and then sending in the applic a- 
tions and the necessar v credit data with them. 

They agreed, and we sent to every bank in that whole area a full 
statement of what the program was, accompanied by forms and a full 
explanation of how to handle the applications. Now, following that, 
as I say, through the end of December we had 38 such applications, 
and we approved 12 such loans, and there were 16 pending as of the 
end of the year. Iam sure that many of the remainder were approved. 
As I discussed with you at that time, we have just had to use our 
judgment in the amount of the funds and the criteria, and we have 
1ad no complaints that are worthy of reporting. 

Senator Morsr. That was going to be my next question. 

You will recall in our discussion about a year ago you were ques- 
tioned very much on the advisability of our giving ‘to your organiza- 
tion the authority. In fact, we decided to do it. “The question, as I 
recall, was on these matters of criteria, of standards, on what stand- 


5 See exhibit No. 1, p. 26. 
® Statistical information submitted by SBA on business and disaster loans disbursed by 
States, as of December 31, 1955, and other statistical data, retained in committee files. 
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ards would be used in the wording of the amendment. I think there 
was general agreement among us that that was going to have to be 
left pretty much to the discretion of the Small Business Administra 
tion in light of the standards that you use in connection with loans. 

I am very much interested in what has happened in view of other 
legislation which I think is in the offing. It may very well be in the 
offing in this whole field of disaster. Tn fact, I think there is some 
indirect and maybe not so indirect relationship to some of the prob- 
lems we have in connection with disaster insurance. They are still 
limited at the present time very much to flood loans. 

I know it is easy for a member of Congress to sit up here and make 
a suggestion to put staif people to ook down in some agency, and 
I think frequently we do that too often without realizing what the 
effect of the suggestion is. I don’t think there is any great haste 
about this, but I would like to have—I am making this suggestion 
taking into account the effect it may have on your agency—but I 
would like to have, if there is no objection within the committee, your 
agency prepare for us, not only for me alone but for the records of 
the committee, memoranda pointing out what has happened under 
this amendment from the standpoint of the criteria you haw decided 
upon, from the standpoint of bank participation. 

I recall distinctly the other matter of concern was that the banks 
have just about loaned to their full capacity to these businessmen, 
and that was one of the big reasons they were in here at the time, as I 
recall, asking for some governmental assistance because they couldn't 
get any help from the banks. We had some reservations as to whether 
or not that would prove to be true in practice, at least, on the bank 
participation basis. 

So, 1 would like to have in that memorandum a statement about 
what the banks have done, and I would like to then have as the third 
part of it an evaluation by your agency as to what you have found 
the feasibility of it to be, because in my judgment it was a guinea 
pig type of amendment, a sort of pilot proposal that might very well 
in principle be applied to some other phases of business dislocations 
wherein the Government may have to come in. 

If you would supply me with that without too much work and with 
the understanding that it is not an overnight emergency, I think it 
would be very helpful to me. 

Mr. Barnes. We will be glad to, sir.’ 

Senator Morse. I judge from the statistics you have just given me 
that you did find in actual practice that there were enough of those 
companies, as some of us indicated we believed to be the case at the 
time, that had recuperative ability of coming back if they could get 
the kind of economic shot in the arm. Is that a fair conclusion ¢ 

Mr. Barnes. Yes, sir. They are most all peculiar cases, or a great 
many of them are. In the first place, the drought had been going on 
for 3 or 4 years, and as I think I indicated, they had had rains that 
tended to solve the problem of some of the types of business. 

Now, we found utility companies, for instance, however, which were 
dependent on water supply which were not able to—where the rainfall 
was not general enough to fill the lakes on which they depended as 
their source of power, that created a special kind of case. 


7 See exhibit No. 1, p. 26 (item 2). 
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They had payments they had to meet, and the average rainfall was 
such that we could judge they had met it. There are many unusual 
types of cases that occurred. 

Ihe bankers that attended the meeting in Amarillo generally re- 
ported that during the preceding several years they had themselves 
taken care of many of the concerns, that the problem was temporary, 


and the ones where it was a combination of management and drought 
had gone under and were out of business. 

Senator Morse. I would like to have this statement supplemented 
by the memo which would help me very much. 


ExHBiT No. 1 


(Letter from Wendell B. Barnes, Administrator, Small Business Administration 
supplying requested information) 


SMALL BUSINESS ADMINISTRATION, 
Washington, D. C., May 22, 1956 
Hon. JOHN SPARKMAN, 
Chairman, Sclect Committee on Small Business, 
United States Senate, Washington, D. C. 


DEAR SENATOR SPARKMAN: During the hearing held on April 18, 1956, before the 
Senate Select Committee on Small Business, the Small Business Administration 
was requested to furnish certain additional information. Pursuant to this re- 
quest the following is submitted for inclusion in the record (R) of the hearing. 

1. Senator Morse requested that this agency prepare an amendment to the 
Small Business Act of 1958 to carry out recommendations of the Attorney 
General made in his report of April 13, 1956, and to eliminate the requirement 
that certain SBA activities be restricted to defense programs (R. pp. 57-58). 

These objectives may be accomplished in the following manner: 

(a) Amend subsection 212 (f) of the Small Business Act by deleting the 
last five words of this subsection (for war or defense production). Subsection 
212 (f) would then read: 

“The Administration shall have power, and it is hereby directed, whenever 
it determines such action is necessary * * * (f) to obtain from suppliers of 
materials information pertaining to the method of filling orders and the basis 
for allocating their supply whenever it appears that any small business is un- 
able to obtain materials from its normal sources; * * *” 

(b) Amend subsection 212 (g) by deleting the last six words of the subsection 
(to effectuate war or defense programs). Subsection 212 (g) would then read: 

“The Administration shall have the power, and it is hereby directed, whenever 
it determines such action is necessary * * * (g) to make studies and recom- 
mendations to the appropriate Federal agencies to insure that a fair proportion 
of the total purchases and contracts for supplies and services for the Government 
be placed with small business enterprise, to insure that a fair proportion of the 
Government contracts for research and development be placed with small busi- 
ness concerns, and to insure a fair and equitable share of materials, supplies, 
and equipment to small business concerns; * * * ” 

2. Senator Morse also requested information indicating (a) criteria devel- 
oped by SBA under the authority contained in section 207 (b) of the Small 
Business Act to make disaster loans to business concerns located in drought 
areas; (b) the degree of bank participation in this program; and (c) an evalu- 
ation of the feasibility of this activity (R. pp. 60-62). 

(a) Section 207 (b) does not indicate any criteria under which disaster loans 
may be made to small businesses located in drought areas. There is no statu- 
tory requirement with respect to collateral and the Administration has not estab- 
lished a firm rule as to the necessary security. Applicants are expected to pledge 
such collateral as they can furnish. However, primary consideration is given 
to intangible factors such as the applicant’s business reputation in the com- 
munity, and whether there exists a reasonable prospect that the loan will be 
repaid. 

Responsibility is placed upon the applicant to furnish proof of the extent to 
which his business has been injured by drought conditions. There exist many 
factors which are found to cause injury to such businesses. Therefore, each 
case is judged on its own merits. Of primary significance are, of course, finan- 
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cial and operating statements demonstrating the financial condition and operat- 
ing results preceding and after the effects of the drought. SBA accepts, as 
indications of economic injury, evidence of a larger than normal volume of 
receivables, lower sales value, slow inventory turnover, development of delin- 
quencies in trade payables, and current accruals. 

The amount of the loan to be granted is determined by the needs of the appli- 
cant in fulfilling his requirements for working capital for continued operation 
after effecting all possible economies. Where there is no substantial loss of 
business, but the injury stems from working capital frozen in accounts receiv- 
able, the amount of the loan is limited to a percentage of the net amount of 
those receivables. 

Use of proceeds of the loan is restricted solely to those uses which effect relief 
from the injury actually attributable to drought conditions. Thus, in the usual 
case, the proceeds are used for working capital. However, refinancing of debts 
on which delinquencies are directly attributable to the drought are considered 
eligible. No loans are approved for expansion of facilities. 

(b) Every effort has been made by SBA to utilize to the fullest extent pos- 
sible the services of local banks in the drought program. In many cases these 
banks have, as a community service, acted as representatives of this Adminis- 
tration for accepting loan applications and have supplied credit information 
otherwise unavailable to SBA. This arrangement has made it unnecessary for 
SBA to establish disaster field offices in drought areas and has freed SBA 
personnel for other duties. 

It would appear from the small degree of activity in this drought disaster pro- 
gram that the banks in the disaster areas are, in most instances, able to provide 
adequately for the needs of their customers. 

(c) Our experience to date in this disaster program can perhaps best be 
demonstrated by the following schedule of drought disaster activities from 
inception of the program to April 16, 1956: 


Applications received 64 | $1,927,414 
Loans approved sli salah in chit tetod 7 
Direct loans: 21—$645,414; immediate participation: 5-—-$201,005; deferred 
participation: 1—$28,000. . 
Applications declined 25 590, 000 
Applications withdrawn 4 62, 5x 
Applications pending processing 8 208, 000 


At the time the authority to make drought-disaster loans became effective, 
1,323 counties in 20 States had been declared disaster areas by either the Presi 
dent or the Secretary of Agriculture. As of April 16, 1956, SBA received only 
64 applications for loans under this program; 25 had been declined, 27 approved, 
4 withdrawn and 8 applications were still pending. On the applications which 
were declined, it appeared that poor management was the principal cause of the 
applicant’s difficulties rather than drought and it seemed improbable that the 
firm would be able to make sufficient profits to repay the loan requested. 

We do not believe we have had sufficient experience under the drought-disaster 
program upon which to base recommendations for statutory changes which would 
more clearly outline the criteria for drought loans. In several instances, the 
flexibility provided by the present wording of the statute has enabled us to make 
loans which have unquestionably benefited a businss in distress because of the 
drought conditions in the area over a period of years. Based on our experience 
to date, we conclude that where competent management ability is present and 
there is a prospect that the factors which caused the economic distress will be 
removed, disaster loans appear to be a practical method of preserving the victims 
of certain economic distortions, but we would prefer to gain more experience 
before making specific recommendations in connection with the drought disaster 
loan program. 

3. A column by Miss Sylvia Porter, relating to small business, which appeared 
in the April 16, 1956, issue of the Washington Evening Star, was inserted in the 
record and SBA was offered an opportunity to submit its views on this article 
(R. p. 66). (See p. 30.) 

We believe that the record of the hearings and the Small Business Adminis- 
tration’s fifth semiannual report clearly state our views on the matters covered 
in Miss Porter’s column. 
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4. SBA was requested to supply information relating to small-business credit. 
Specifically, this agency was asked whether small business is carrying a larger 
percentage of consumer credit than big business and operating more on credit 
than big business (R. pp. 78-80). 

This question cannot be answered categorically. Pending a more detailed 
study of the problem, it is our observation that in certain business lines the 
smaller concerns tend to extend more credit to the consumer than the larger 
concerns. A typical example in the small retail grocer as contrasted with the 
chain retailer. On the other hand, this comparison may not hold true in the case 
of other businesses such as department stores. Insofar as direct credit to the 
small firm is concerned, it appears true that small business is financed by its sup- 
pliers to a greater extent than large concerns. 

The fifth semiannual report of the Small Business Administration indicated 
on page 13 that small manufacturers are compelled to rely, relatively speaking, 
more on their creditors than on short-term loans. Thus, smaller corporations 
with total assets of $250,000 to $1 million at the end of 1954 financed 18.7 percent 
of their total assets either through notes and accounts payable or through bank 
notes payable within 1 year. This may be contrasted with the largest corpora- 
tions, those with $100 million or more of total assets, who financed only 8.1 
percent of their total assets in this manner. 

We have examined the record of the hearings and believe that with the fore- 
going information we have furnished the committee with the information 
requested. If you desire additional material or comments, please advise us and 
we will furnish it as rapidly as possible.” 

Sincerely yours, 
WENDELL B. Barnes, Aministrator. 

Senator Morse. Now, Mr. Chairman, very briefly I want to turn 
to differences of evaluation, I think more than anything else, that 
exist between Mr. Barnes and myself, in regard to the present position 
of small business in the country. 

Mr. Chairman, the most important single factor in any statistical 
analysis—and I think many of the differences in evaluation existing 
between my thinking and the semiannual report of SBA are on an 
impression of statistical basis—but I think it is only fair to Mr. Barnes 
that he have an opportunity to express his disagreement with my 
criticisms, which he has done. 

But he uses a statistical measurement that I find difficult to accept, 
and that is 1939. It seems to me that adopting the 1939 base, making 
an assumption that I question, namely, 1939 was a fair index of busi- 
ness recovery of the country, I don’t think that is true. I think that 
in 1939 we were still floundering with a great many dislocations, to 
use that expression, and that is one reason why I think the comparison 
in your statistical tables of 1939 presents a rosier picture than the 
resent conditions warrant. That is a matter of opinion, as to what 

asis you use. 

Mr. Barnes. May I interrupt at that point to say I think we use 
that only in connection with business failures. In connection with 
earnings, we use the 1947 to 1949 base. What is your feeling about 
that asa base for a gage of earning activity ? 

Senator Morse. Well, I am willing to take it as a comparison. 

Mr. Barnes. The reason we use the 1939, of course, in connection 
with failures is that it has been our feeling that you have war years 


™ See appendix 3 beginning p. 73. 
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and recovery years, when there are periods of scarcity and you have a 
normal economy. The war years and recovery years may be good 
year to make other studies, but they are not years to study business 
failures, and as I said in my statement, I think prior to the time you 
came in, we regard business failures as only one of several indices 
that should be followed. 

Senator Morsr. Now, when we take those figures and go to page 16 
up here, in the semiannual report, for the years 147, 1948, 1949, and 
1950, and compare them to 1955 before and after taxes, we find a 
definite decrease in 1955; don’t we ¢ 

Mr. Barnes. Yes,sir. Just a minute, sir. 

Senator Morse. I am referring to your table on page 16, the figures 
of before taxes, 1947, 1948, 1949, and 1950, compared with the figures 
after taxes, 1947, 1948, 1949, 1950, and compare those figures with 
1955. 

Mr. Barnes. It is a perfectly true statement to say that the figures 
for 1955 certainly are much lower than for 1947, or for the 1947 to 
1949 base period, and I haven't intended to indicate that they were 
higher. I merely intended to indicate that there was an increase from 
the 1954 figures, but obviously the figures are still much lower than 
during the base period, and there is no question but what there is a 
disparity between the earnings of small concerns and large concerns 
on both of those figures. 

Senator Morse. And to be frank about it, I think it therefore goes 
to a matter of the inferences that you give to your interpretation of 
the economic meaning of it all, and my speech before the Senate; * in 
that speech I had given greater emphasis, it seems to me, to that 
difference in those figures “than your report does. In my judgment 
it doesn’t show the recovery of small business, but I think one is 
inclined to gather that from a reading of your report in totality. 

I did not work with Miss Porter. I don’t know Miss Porter, but 
I thought it was rather interesting that about the same time I made my 
speecn on the floor of the Senate, there appeared in the April 16 issue 
of the Evening Star an interesting column by Miss Porter which 
seemed to have reached some of the same qualifications, at least, in 
regerd to your report that IT had reached. 

Chairman SparKMAN. Miss Sylvia Porter 

Senator Morse. I think it is only fair to you and your agency that 
I am going to refer to the Porter report and ask permission to file at 
this point in the record a memo setting forth your views on the report.® 

I would like to have permission of the chairman to incor porate in 
the record at this point Miss Porter’s criticism of the semiannual 
report of the SBA, which in some particulars corresponds to my own. 

Chairman SparKMan. Without objection that will be accepted. 


5 Congressional Record, April 12, 1956, p. 5550. 
* See exhibit 1, p. 26 (item 3). 
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(The newspaper clipping referred to is as follows :) 


Exuisir No. 2 


[From the Evening Star (Washington, D. C.) April 16, 1956] 
Your Money's Wortn 
By Sylvia Porter 
SMALL-BUSINESS REPORT CRITICIZED 


“A steady improvement in the position of small business, as smaller firms 
continued to share in the overall national prosperity, was noted by Wendell B. 
Barnes, Administrator of the Small Business Administration, in the agency’s fifth 
semiannual report * * *.” 

So went the opening sentence of a recent press release from Washington—and 
since it was a terse, well-written handout, it was picked up and printed without 
change all over the country. 

But since receiving the press release, I’ve also received a copy of the agency's 
202-page report. 

And since the evidence I see and hear all around me has made me exceedingly 
skeptical of optimistic appraisals of the small-business man’s position today, 
I've taken the trouble to study the whole thing. 

With due respect to Small Business Administrator Barnes, his agency's efforts 
to assist little firms and his understandable desire to emphasize the gains made 
during his term as SBA chief, I must confess my conclusions from his own 
report are hardly as optimistic as his. 


EMPTY BOAST CHARGED 


The report says: In 1955, the sales and earnings both before and after taxes 
on small firms improved over 1954. 

Comment: That’s an empty boast if I ever heard one. Through a good part 
of 1954, we were in a recession. Through all of 1955, our economy was on the 
greatest nonwar upsurge of history. If the sales and earnings of small-business 
firms hadn’t risen over 1954, this would have reflected a squeeze on small business 
equivalent to a panic. 

The report adds: The uptrend of earnings before taxes of small manufacturing 
firms brought the earnings index “to the highest point in nearly 2 years,” al- 
though “the level of earnings, as might be expected, is still far below the peaks 
reached” in the Korean period. 

Comment: But earnings before taxes of large manufacturing firms are far, 
far above the peaks reached during Korea. Why should it “be expected’ that 
earnings of the smaller firms should be “far below”? Is the assumption that 
small business is really fighting a losing battle? 

The report boasts: New awards to small business firms under military con- 
tracts rose from 15.7 percent in the last 6 months of 1954 to 17.6 percent in the 
last 6 months of 1955 and the “net value” of awards to small business rose from 
19.8 to 20 percent. A large part of the report and of the press release is devoted 
to this subject. 

Comment: But when you dig into other figures on defense contracts, the com- 
plexities seem baffling and the boast seems meaningless. 


FIGURES CHALLENGED 


For instance, for the full 1955 fiscal year, the percentage of new contracts going 
to small business fell from 18.3 to 18 percent and the percentage of “net procure- 
ment” slumped from 25.1 to 21.8 percent. The SBA itself points out the “net” 
figure is the one which reveals the share of defense dollars going to small busi- 
ness over a long period. 

What’s more, a just-released separate report by the Defense Department dis- 
closes that since 1953 the share of defense contracts going to the giants of 
America has been swelling. 

The report admits: Small businesses do “complain” of various problems such 
as “the squeeze on some raw materials,” “higher prices, such as for steel scrap, 
which they are unable to absorb,” “tightening bank credit,” “inability to com- 
pete with larger firms for skiNed professional help.” But, remarks Mr. Barnes, 
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“Shortages, bottlenecks, and price increases are characteristic of the boom 
economy which we are experiencing.” 

Comment: This tendency to minimize the problems of small business is the 
most startling aspect of the report. Small business is finding it brutally tough 
to compete against the giants for steel, aluminum, copper, newsprint, etc.-and 
the SBA knows it. Small business is finding its borrowing costs are soaring and 
its ability to get new money is shrinking—and the SBA knows it. Small busi- 
ness is finding the pressures from every direction are fierce and mounting— 
and the SBA knows it. 

Perhaps it is a great “achievement” that the retreat of small business in our 
land was interrupted in 1955. But, despite the press release, I find little in the 
report it presumably summarizes to arouse any huzzahs from me. 

Senator Morse. With the further understanding that Mr. Barnes 
and his agency be allowed to file a memo, shall we call it, by way of 
rebuttal."° 

Mr. Barnes. Maybe I can make a brief statement right at this point, 
and that is that I don’t believe that Miss Porter in her column took 
into account the preceding semiannual reports that have been made 
by the Small Business Administration. She cited the figures from 
the one report without knowledge that in five semiannual reports the 
nature of our report to this committee and the Congress was about 
as follows, that the first one, in that we said that small-business con- 
ditions were getting worse, and in the second one, that it was still 
getting worse, and my recollection is that in the third one we said 
there seemed to be a leveling off of the downward trend. 

In the fourth, we said that the conditions were somewhat better, 
and it was a trend that we would follow closely. In the fifth, we said 
that there had been an increase, and upturn, that conditions were 
better on these indexes. 

Now, our comments were relating to the conditions we had been 
tracing through five semiannual reports. It did not go into an ex- 
tensive statement as to the improved conditions of large firms also, 
and, as I stated earlier, I think we should continually bring before 
this committee the relative position of small firms as compared with 
the previous 6 months and the previous years. 

ere are SO many other economic sources that have so much more 
manpower and ability to comment on the overall picture and the 
overall condition of large firms that other than these relative state- 
ments that we have in our report, I don’t think that we should do it 
unless the committee asks that we do so. 

Senator Morse. In addition, I think he should be allowed to file a 
memo further. 

Chairman SparkMANn. The record will be open for that purpose. 

Senator Morse. Now, Mr. Barnes, going back to the figures on page 
16 of your report covering the base period which you do use for com- 
parison purposes, 1947, 1948, 1949, and 1950, and compared to 1955, 
and the hang which I understand you brought up to date—— 

Mr. Barnes. This morning. 

Senator Morse. In your testimony in regard to 1956—— 

Mr. Barnes. No. Just the— 

Senator Morse. The last quarter of 1955, which I understand would 
give you a figure of 14.7 before taxes on assets under a million, 24.5 
over a million, compared to 7.5 assets under 1 million, and 13 for assets 


% See exhibit No. 1, p. 26 (item 3). 








32 PROGRESS REPORT ON SMALL BUSINESS ADMINISTRATION 


over a million. With those figures as a matter of record, I was con- 
fused, and I still am, about the emphasis, it seems to me, that you give 
on page 9 of your report, which was the emphasis, after all, that got 
the newspaper attention, that the improvement in the financial posi- 
tion of small business which became evident in 1954 continued through 
1955. 

Really, it is a comparison of 1954 and 1955 rather than a comparison 
of 1955 with 1947, 1948, 1949, and 1950. 

When you take the latter comparison, the oo isn’t very pleasant, 
in my opinion, and shows we still have a mighty long way to go to reach 
the point that was reached in the very base period that you use for 
comparison. 

Mr. Barnes. I think, Senator Morse, we can resolve our differences 
if in future reports we use a longer period to cover for comparison 
purposes, 

Now, the fact is that we made clear in these semiannual reports 
that small concerns fell to the rear in comparison with large concerns 
during the Korean war period, and that there was a wide divergence, 
and without hesitation I say that there is still a wide divergence. 
There is no argument about the fact of that, as comparing large and 
small concerns. This trend noted by 1955, I don’t know whether it will 
continue or not, but I think it is a noteworthy fact that the downward 
trend at least had been arrested and stopped, and that was all we 
intended to imply in the report. It is unfortunate if there was too 
much emphasis on that one thing. 

Senator Morse. Now, I want to come to another phase of this prob- 
lem which I think is an outgrowth of what you just said. 

We fully recognize you have no authority over big business. Yet, 
you put yourself in my position for a moment, and the other members 
of this committee. We are constantly concerned about the relative 
position of small business to big business, and it is that relative posi- 
tion that concerns me very much, and even when we take the most fav- 
orable statistics in your report, in regard to small] business, it seems to 
me that as Senators we still have cause for grave concern about the 
relative position of small business and big business. 

Although you have no jurisdiction over it, I think it is important 
that the difference in the relative positions needs to be emphasized and 
pointed up by your administration. Because the very doing of it, and 
including suggestions as to remedial procedures would be helpful 
not only to this committee, but it is bound to be very helpful to the 
business fraternity itself. You will note—and I mentioned this on 
the floor of the Senate—I stress particularly what I think is an un- 
favorable relative position between small and big business, 

Now, take, for example, your statement on page 3: 

Although small corporation profits are still relatively much lower than those 
of large manufacturers compared with the base period years 1947-49, there is 
now definite evidence of an upward trend in earnings of the small firms. 

Even in that statement you recognize—I think it is a very major 
problem confronting this committee, what I think is the out-of-joint 
relative position between small and big business in this country. And 
that is why I am glad that Senator Sparkman discussed the tax feature. 
That is why I have given support to the Fulbright-Sparkman tax bill, 
for example, that didn’t get through the Finance Committee last 
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month, but which I understand—I don’t think it is out of turn to say 
this, but on the basis of my understanding that although the Finance 
Committee didn’t include it in its last month’s bill, it did give a very 
strong indication that it would welcome its being brought up as an 
vue to some other finance bill, or in a bill. Am I correct in my 
understanding of that? (Refers to Senate bill (S. 3129).) 

Chairman SparKMAN. I am sorry; I was distracted. 

Senator Morse. My understanding is that although the Finance 
Committee did not decide to report out the Fulbright-Sparkman 
amendment last month on the assistance to small business in regard 
to the surtax matter, it was made clear to the authors of the bill that 
the committee, or at least the leadership of the committee, would be 
agreeable to its being brought up in connection with other legislation. 

Chairman Sparkman. That is correct. They are aware of the 
problem. 

Senator Morsg. You see, it seems to me, Mr. Barnes, again it is a 
matter of opinion, and I suppose a difference in emphasis, from our 
standpoint, it is important that your agency be’ of maximum help to 
us in finding out the discrepancies in the relative position of sma!] 
and big business, and what we can do to be of help to your organiza- 
tion in reducing that relative unfavorable position that small busi- 
ness in this country, in my humble judgment, shares with big business. 

Selling a tax relief bill for small business isn’t easy to do politically, 
let me assure you. That is a tough one, and yet if we are going to 
protect the competitive system in this country, we have got to see to 
it that competitors share at least a reasonably relative position in the 
economy. 

That from the record is not the case at the present time, and my 
criticism is that although you haven't any jurisdiction over big busi- 
ness, I do not think that the report performed the economic educa- 
tional functions it should perform, to point up in much greater strength 
the discrepancy between small and big business. 

In fact, if there had been the kind of emphasis you had on page 19 
of your statement today, in my judgment your report would have been 
much stronger. If you had expanded on your recommendation on 
page 19 as well as what you say in this statement today, in regard 
to this tax matter on which I interpret you to be in principle, at least, 
in reasonable agreement with Senator Sparkman, whose views on 
this matter I also happen to share, your report would have been more 
useful. 

Now I want to turn to—— 

Mr. Barnes. Before you leave that point, could I make one short 
statement, which is this, that I think our report must stand in the 
light of other reports that have been made which cover perhaps a 
broader field than we deal with, and therefore I would like to incor- 
porate by reference, and I think this committee should have before 
it, the previous report on this subject which had been made for the 
whole administration, which is contained in the Economic Report of 
the President, January 1956, pages 76 through 79, down to the last 
2 paragraphs on the page, which does deal with certain recommenda- 
tions that have a bearing on the whole subject in other fields—anti- 
trust legislation and other things which we certainly intended our 
report to be read in the light of the more broad previous report which 
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had been forwarded to the Congress. And if this is included by refer- 
ence, I think it will be useful to the committee, since there are many 
oiher things that are dealt with, and some of which bear on the small 
business problem. 

Senator Morse. I am glad you made that statement, and certainly 
my judgment as to how the report should be written should not be 
controlling upon you, but it is perfectly fair and proper for me to 
point out what I think are the dangers of interpretation if you follow 
the type of reporting that you followed in your fifth semiannual re- 
port. If, for example, in that report you had done the very thing 
that you now suggest, you cannot incorporate the Economic Report 
of the President, but you can footnote it. You can point out the rela- 
tionship, for example, of the material in that report, to this “pri 
that I am now raising of the adverse relative relationship between 
small business and big business, and even if it is only in a footnote, 
point out some of the recommendations in the economic report; in 
that way people taking the report as you wrote it would not jump to 
the conclusion, as I think many of them did, that it was a pretty rosy 
picture on small business. When it is read, however, in light of the 
kind of footnote that I am talking about, with reference to the Eco- 
nomic Report of the President, I think it would have put your report 
in a much better perspective. 

But that again isa matter of opinion. It happens to be my opinion, 
and I can only tell you what the reaction of my mail was from small- 
business men, and that was that they thought that your report was an 
overstatement and an exaggerated statement of the economic condi- 
tion that confronts small business of the country. 

I want to come to one item and I will ask a technical question, and 
discuss this matter in the same general terms that I have. 

I have before me, prepared by the staff of the committee, a very 
short tabulation, Mr. Chairman, about the percentage of sales going 
to corporations with assets under one million, expressed as percentages 
of small corporation sales: 

1953, 13.67; 1954, 13.56; 1955, 13.01. 

It depends on what base you are going to use for comparison pur- 
poses, but when you look at such evidence as that, it does not show the 
situation as I would like to have it, particularly, when you compare it 
with 1947, 19 percent. So I am going to close my discussion, Mr. 
Chairman, with the statement that as I analyze Mr. Barnes’ state- 
ment today, I stand by the general thesis of my speech in the Senate. 

Mr. Barnes may be correct that he might differ more on a matter of 
emphasis—with very important results, as far as the small-business 
picture is concerned. And I want to say that I think the committee 
and the Small Business Administration should seek to get together now 
on a series of legislative recommendations. Mr. Barnes thinks that 
we might make it possible for him to be of greater service to small 
business, seutisalidaty’ in respect to this matter of increasing participa- 


tion in civilian production. 

One other further general question I will ask Mr. Barnes. Will you 
tell the committee, because I don’t think it was sufficiently emphasized 
in your report, would you tell the committee what the situation is on 
consumer credit in this country, comparatively speaking, between 
small and large business? 
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I will put this rhetorical question: Is it true or false that small 
business 1s carrying a larger percentage of consumer credit on the cuff 
than big business, taking into account of course standards of compari- 
son ¢ 

Is it true small business is operating more on the cuff today than big 
business / : 

Mr. Barnes. In answer to the question, I do not have available 
accurate or complete figures on the subject. I would assume that 
your statement is correct, however. ‘ 

It is true, however, that many small businesses—I mean, it is the 
nature of small businesses that many of them offer as an inducement, 
particularly in the retail trade, the advancing of credit, where the 
larger concerns, chain stores and large manufacturing concerns, do 
nothing of the sort and that is a business advantage that the inde- 
pendent merchant advertises and tries to develop as a business advan- 
tage of trading with hin. 

Beyond that I don’t have any specific knowledge at all. 

Chairman SpaRKMAN. Senator Morse, may I interrupt! I have 
just had a notice from the floor that some bills I am supposed to handle 
are coming up, so I would like to be excused and let you gentlemen 
continue. 

Senator Morse. I don’t believe we should keep this hearing going too 
long, Mr. Chairman. 

Chairman SparkMAN. No, but I will leave it up to you and Senator 
Schoeppel and any other members that may be here, and I would sug- 
gest that when you do come to the end that you recess until 10 o’clock 
tomorrow morning. 

Senator Morse. If the Senator will permit me to just finish this com- 
ment, I will turn it over to the Senator from Kansas. 

Chairman Sparkman. I think I had better go. You and Senator 
Schoeppel go on as long as you wish. I am sorry to have to leave you. 

Senator Morse. I did not ask the question because I feel we should 
have the information from you today. I think, however, in due 
course of time we ought to have some figure on this consumer credit.“ 
because this is what my mail shows and this is what the members of 
the staff of the Subcommittee on Small Business of the Banking and 
Currency Committee, of which I am chairman, tell me is true of the 
mail that they get. Many small-business men are saying, we would 
be going out of business now if our cuffs were not as wide as they are, 
but they are getting frayed. We don’t know how many more figures 
we can write on them, which is a descriptive way of saying that small- 
business men in the country are expressing increasing concern about 
the amount of consumer credit they have today. 

When they get to the point where they are granted too much, there 
will be trouble with their bankers, as you all know, and they are in 
difficulty in staying in business. 

Here again we have got to deal with every recommendation that 
can be made to us that is sound legislative-wise for relief that makes it 
possible to carry the small-business men over this enlarging consumer 
credit period. 

Speaking in round numbers now I think the figures before my sub- 
committee the last time this point was presented show that a little 


1 See exhibit 1, p. 26 (item 4). 
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better than $40 billion of consumer credit in the country compares in 
round numbers to $7 billion in 1939—quite a difference. 

I don’t think it is as serious in 1956 to have more consumer credit 
comparatively speaking than we had in 1939, but I consider the ques- 
tion whether it is healthy to have that much, ‘and in judging from the 
communications we received from many small-business men, they share 
that point of view. They are going to get rid of the inventory. 

I think we need to go into this matter of consumer credit because I 
think the present status of consumer credit is a threat to a healthy 
economy. 

Now, Senator Schoeppel, I have some other questions but I will delay 
those until a later time so you will have an opportunity to ask Mr. 
Barnes some questions. I apologize to you for taking as much time as 
I have already taken. 

Senator Scnorrret. Mr. Chairman, the only thing I want to say is 
that I think this proceeding probably clar ifies some of the differences 
of opinion, and there are differences of opinion held by members of the 
committee after reading the report. I think it has helped to clarify 
the situation. Now, frankly as a member of this committee I have 
tried to look at these reports issued in sequence, as continuing semi- 
annual reports. 

On the fly, on the immediate first page of this instant report which 
we were discussing, it is pointed out that it is the fifth semiannual 
report. If I might make a suggestion which might explain some of 
the matters that have been suggested here by Senator Morse and others 
who, I assure you, have been. reading these reports, add a paragraph 
indicating that this is the fifth or the sixth semiannual report, and it 
must be understood and read in the light of previous semiannual re- 
ports issued by this agency. That certainly would place the reader on 
notice and induce him to pursue the matter that might have been 
covered in a progressive series of reports. 

This report presents a pretty good picture as I view it. 

I think you have done a good job, and I am particularly interested in 
the approach that you made in this report with reference to the tax 
situation. Again, you area reporting agency. We are not a commit- 
tee of Congress here that deals with str ictly legislative matters. Those 
are matters that rest with the standing committees of both Houses of 
the Congress, and it is not thought that there should be any encroach- 
ment by this committee on those. But we are reporting and you are 
the agency, and when you report back to us in your semiannual re- 
ports, we should follow those reports and see what you are doing and 
make suggestions and recommendations about how we would like to 
help. 

I appreciate very much your statement with reference to the tax 
situation. And again, that goes back to the members of the Congress 
and the committees and standing committees of the Congress itself, 
and their versatility and ingenuity and persuasiveness in ‘getting the 
executive departments of the Government to understand and see that 
the impact on small business is greater by reason of some of the tax 
laws on the books than it is on the big businesses. I think you pointed 
that out. It is important. 

I recall very distinctly some of the business failures that should be 
reported in the record books in bold relief or otherwise. In my own 
area, in my own State, 1 know of a number of persons who by reason 
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of inheritance laws and the tax laws, have been told by their tax 
consultants, their auditing divisions, there is going to come a time 
here, Mr. X, Mr. Y, that one of you will pass off the scene, and when 
you do, Uncle Sam is going to be a bigger partner than you ever 
thought he was in this business. You may aot be able to continue your 
business. 

What has been the result? I can point significantly to any number 
of instances where, on advice of legal counsel or tax consultant's recom- 
mendations, they have sought mergers or they have sought sales op 
portunities— opportunities to sell their entire business so that those 
coming after them, won’t have a disproportionate amount taken out 
that would trim their business in its future existence if those inherit 
ing the business would want to continue. 

You have pointed up something very important but I think there 
is a problem here which we as members of the Congress of the United 
States and our respective committees must consider. The Finance 
Committee is an important one in the Senate, and I am hopeful that 
it can be persuaded to make some changes in the present laws which 
wit help small businesses that are looking to us for assistance. 

I don’t think I have any more to say. I am going to read this 
record very carefully. I read with some interest Senator Morse’s 
comment on the Senate floor which prompts me to say one more thing 
about statistics. 

Anyone can use them one way or the other, honestly as he sees 
them. We are confronted many times by folks who write us, having 
read some of these reports, they have an altogether different inter- 
pretation. You can make statistics do almost anything but dance in 
the sunlight of a rosy day. 

That prompted me when I read the sixth annual report *? of this com- 
mittee to have some very serious misgivings. I call to your attention 
some fine print at the bottom of page 5 of the report. I pointed out 
that when you read some statistics as I read in this report, they were 
completely out of character because there isn’t enough emphasis put 
on a longer period of time and more thoroughness. ‘That is the way I 

saw it and I think I am right. Others may disagree with me. Most 
pictures can be affected by a statistical report. May I suggest that 
you get them down ina readable and understandable manner / 

Senator Morse. Before I recess the meeting, would it be convenient 
for you to be back tomorrow morning? 

Mr. Barnes. Yes, sir. 

Senator Mors. And we will go into the series of technical questions. 
We have questions on specific statistical figures in your semiannual 
report, so we can handle this problem, what the results are and the 
statistical analysis, using one base or another base and determine for 
ourselves what is fair. 

I have one question about this tax matter. I think we ought to con- 
sider it, speaking respectfully about it, Mr. Barnes. I think you ought 
to consider the point of view which maybe some of the committee have, 
maybe all of them, I don’t know, that this tax matter that the Senator 
from Kansas raises is one that your agency ought to deal with by way 
of specific recommendations to us. 


2S. Rept. 1368, 84th Cong., 2d sess. 
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However, we need much more help on the basis of the knowledge 
of your agency as to the specific recommendations that we ought to 
consider in respect to tax relief. 

Now, I know it is our job to write legislation, but you know the 
legislative yrocess. We write legislation on the basis, in many in- 
stances, of the experience of the administrator in the executive agency 
in a particular field. I think you ought to decide among yourselves 
as to whether or not in your agency at ‘the present time you are under- 
emphasizing this matter of assisting this committee on specific recom- 
mendations for relief to the small-business people of the country over 
and above loans. 

Loans are one form of relief, but we seem to think here—and if I 
understand you correctly, Senator Schoeppel, you share this view— 
we seem to think that we would likewise be of great assistance to the 
small-business man by way of a more equitable t ux program as well 
as a loan program. 

Senator ScHorrret. I certainly do. 

Senator Morse. But I don’t think you have given the attention to 
that or the emphasis to that that we ought to expect you to give, and 
I hope between now and tomorrow there will be some discussion with 
with your associates because I know that undoubtedly tomorrow there 
is going to be some discussion of some specific tax recommendations. 

We stand in recess until 10 o'clock tomorrow mor ning. 

(Thereupon, at 12:30 p. m., the committee recessed until 10 a. m.. 


Thursday, April 19, 1956.) 
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Unirep States SENATE, 
COMMITTEE ON SMALL BustINngss, 
Washington, D.C. 

The committee met, pursuant to notice, at 10:10 a. m., in room 457, 
Senate Office Building, Senator John Sparkman (chairman) pre 
siding. 

Present: Senators Sparkman and Schoeppel. 

Also present: Walter B. Stults, staff director; Lewis G. Odom, Jr., 
chief counsel; and Charles M. Noone, counsel; Robert A. os ad- 
ministrative assistant to Senator Thye; Bradford Morse, executive 
secretary to Senator Saltonstall ; David Fuss, counsel to Senitot Duff ; 
and Katherine King, legislative assistant to Senator Morse. 

Chairman Sparkman. Let the committee come to order. I under- 
stand some of the other members of the committee will be here a little 
later. I think we might proceed so as to finish these hearings as soon 
as we can and not hold Mr. Barnes longer than is necessary. 

I suppose you find in your work, as we all do, that there are just 
not enough hours in the day to get it done. 

Mr. Barnes. Y es, sir. 

Mr. Chairman, I would like to ask the consent of the committee at 
the conclusion of the hearing to enter into the record various state- 
ments and schedules bringing our program down to date from the last 
of 1955 through to the present, all of which material we have prepared 
at the request of the committee to have present today. It will be ma- 
terial on our various programs and a chronological or narrative state- 
ment in detail on each program for the purpose of the record." 

Chairman Sparkman. That will be done. Thank you very much. 
Mr. Stults has some questions. 

Mr. Struts. Mr. Barnes, one minor point, perhaps, but I noted on 
page 11 of your opening statement you quoted a Professor Donham of 
the Harvard Business School staff who said some nice things about 
SBA. However, in his article —I shall make several quotes and ask 
if you agree with these observations. 

The perennial concern of Congress respecting small business is political and 
flag waving, and sometimes dangerous in nature. The majority of small busi- 
nesses are not worthy of anyone’s attention, far less of efforts to assist or save 
them. 

I just wonder what you think of Professor Donham—of these sen- 
tences of his, since you quoted him yesterday in your statements. 





18 See appendix 3, p. 73. 
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Mr. Barnes. Needless to say, Mr. Stults, I do not concur with Mr. 
Donham. I quoted him because his article was a review of business 
literature, and only the part that was relevant to his analysis of the 
various business publications on small-business subjects would I in- 
tend to call to your attention or state that I concur with him. 

Mr. Srvurs. Thank you. I wanted to make that clear, that your 
friendly quote did not evidence your approval of the thesis, the major 
thesis of his entire article. 

Mr. Barnes. That is right. 

Mr. Srutrs. Now, yesterday, Senator Sparkman asked you several 
questions on this tax material. You submitted for our record an anal- 
ysis of the tax proposals which are presently before Congress. I 
wonder if you feel that you are restrained from making comments on 
those tax proposals since you indicate that it was a purely item-by- 
item rundown, a factual summary of each one. 

Mr. Barnes. I have prepared a short statement elaborating on 
what I said yesterday, as requested, and I would now like to read it 
into the record. 


STATEMENT OF WENDELL B. BARNES, ADMINISTRATOR SMALL 
BUSINESS ADMINISTRATION; ACCOMPANIED BY W. NORBERT 
ENGLES, DEPUTY ADMINISTRATOR; DONALD A. HIPKINS, 
DEPUTY ADMINISTRATOR; ROBERT H. MONTGOMERY, DEPUTY 
ADMINISTRATOR; KEITH L. HANNA, CONTROLLER; PHILIP 
McCALLUM, GENERAL COUNSEL; AND JULES ABELS, ECONOMIC 
ADVISER 


Mr. Barnes. In 1954, in its annual report,’ the Senate Small Busi- 
ness Committee recommended that five changes be made in the tax laws 
to benefit small business. It may interest this committee to know that 
since that time the Congress, upon recommendation of the executive 
branch, has made, in full or in part, 4 of the 5 changes recommended. 
These changes are as follows: 

1. That the excess profits tax be eliminated. It was. 

2. More reasonable policies on depreciation allowances should be 
the goal of congressional and Treasury Department action within the 
next year. 

The 1954 Internal Revenue Code liberalized depreciation treatment. 

3. The business community should be given easily understandable 
criteria in enforcing section 102 which deals with unreasonable ac- 
cumulation of corporate profits. The committee recommends repeal 
of provisions of the 1938 act which shifted the burden of proof of 
reasonableness to the taxpayer. 

The 1954 code did that, and in addition provided that up to $60,000 
could be accumulated without any question as to reasonableness. 

‘ 4. To increase the exemptions from the corporate surtax rate about 
25,000. 

That has not been done and is the only one of the five reeommenda- 
tions that has not been followed. 

5. The impact of estate taxes on privately held small business. The 
most important thing to do would be to reduce rates. 


14 See exhibit 2, p. 69. 
% S. Rept. 1092, 83d Cong., 2d sess., March 25, 1954. 
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That has not been done because there has not been a possibility of 
tax reductions. But the 1954 code did liberalize the provisions in 
the law by which stock in the closely held companies could be redeemed 
by the company without penalty to pay the estate taxes. 

Now, as I stated yesterday, the Administrator of the Small Busi- 
ness Administration has been given the opportunity within the execu- 
tive branch to make recommendations one time to time on tax 
changes and tax relief that would benefit small business. These recom- 
mendations have been made in a vigorous manner and have subse 
quently been included for consideration in the overall tax picture. I 
have said that I did not believe that changes should be made in rates 
which would affect corporations without accompanying changes being 
made to benefit individuals. This is for the reason that a large per 
centage of the small businesses of the country are operated as proprie 
torships, not as corporations, and, hence, would obtain no relief ees 
a measure which applied solely to corporations. 

The whole tax problem, however, is integrated with the needs of 
the Government for revenue and with an equitable distribution of the 
tax burden. It is self-evident that any relief granted to small business 
would be welcome but that whatever is done must be weighed against 
the effect in other areas both of diminishing the revenue and redis- 
tributing the tax burden. 

The whole problem is not confined merely to income taxes, since 
many types of excise taxes bear heavily on small firms, as is witnessed 
by the reports of the small neighborhood movie houses which complain 
of the depressing effect on their business of the amusement taxes. 

I have also Cicaed that the estate and inheritance taxes were 
related to the continuity of management of small business and, in some 
cases had, in my opinion, an effeet on mergers in that owners preferred 
to sell their businesses, making plans for their estate taxes because of 
their real or fancied inability to meet the tax requirements at the 
decease of the owner. Thus, the specific recommendations as to 
changes in the tax rates must, after being weighed against all factors, 
come from the executive department of the Government which deals 
with and has before it the problems of all segments of the economy, 
namely, the Treasury Department. 

This committee can be certain that the Small Business Admin- 
istration will in the future continue as it has in the past to consult with 
small business generally over their tax problems and the results of the 
tax burdens that are imposed upon them. We will, as we have in the 
past, obtain the views of various responsible trade associations com- 
posed principally of small business as to the effect of the tax laws, 
and, on the basis of objective consideration of this information, will 
make our views known within the executive branch on the needs for 
and benefits to be derived from changes in various types of revenue 
laws. 

However, as to the specific bill or change in the rates as mentioned 
in the schedule as set forth in the schedule that I furnished yesterday,” 
it is not my province to make comments on which would be preferable. 
That must come from the Treasury Department. 

Mr. Opom. Mr. Barnes, I understood in your statement you make the 
point that you would not generally be in favor of any tax relief on 


16 See appendix 2, p. 69. 
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corporations generally until such time as similar relief could be given 
individuals on income tax because of the great number of sole pro- 
prietorships. Is that a fair statement? 

Mr. Barnes. The emphasis was a little different. I said I thought 
the change in rates should accompany any decrease for corporations— 
any decrease for corporations should also be made available for indi- 
viduals, and I don’t see how I could do otherwise since certainly, a 
very large proportion of the small businesses are not corporations. 

Mr. Ovom. Yes, sir. It is very desirable, of course, that we give tax 
relief to the small merchant who operates as a sole proprietor. But at 
the same time, would you oppose tax relief for a corporation, if we 
incur no loss of revenue, when a similar relief was not granted to an 
individual as a sole proprietor ? 

Mr. Barnes. Well, [ would have to confer with the Secretary of 
the Treasury who said, when the same question was asked: 

I would be opposed to having a reduction go all to a reduction of business taxes 
when individuals are certainly entitled to major consideration as soon as any 
tax relief is possible. 

Mr. Opom. Does it mean necessarily when you reduce the taxes on 
corporations that you cannot also in the future consider reductions 
for individual businesses, or sole proprietorship businesses ? 

Mr. Barnes. Mr. Odom, we are making recommendations and have 
in the past on both subjects within the executive branch, and it is my 
hope that any reduction will include both at the same time. 

Mr. Opom. Yes, sir. We all do. 

Mr. Barnes. I am not personally likely to oppose any kind of tax 
relief that may be proposed or granted. My arguments have been all 
on the other side, for granting tax relief. 

Mr. Opom. You say you endorse the Secretary’s statement there to 
the effect that until such time as individual taxes were reduced to 
afford relief to individual businesses, there would be no just cause for 
reducing the corporation tax. Is that the statement you made? 

Mr. Barnes. Yes. I think that is a fair statement. 

Mr. Opom. So, then, this is your position, that you would oppose 
and not approve any reduction 

Mr. Barnes. No. It is the other way around. I say I would not 
oppose any tax relief that is granted, but I am going to continue to 
urge that it be made available for both. 

Mr. Opvom. In other words, you would not lend your support at this 
time to pending legislation which would reduce corporate taxes, is 
that correct, until such time as further reductions were available for 
individuals ? 

Mr. Barnes. That is the administration’s position. 

Mr. Sruurs. Following through, how about your specific views on 
the Fulbright-Sparkman proposal * which would reverse the normal 
and the surtax rates, thereby giving up to 26 percent relief for small 
firms and entailing no revenue loss by the addition of one point to the 
surtax rates. 

Mr. Barnes. My statement would have to cover that. I would have 
to follow the administration’s position, that that would be opposed 
until further tax relief was available for individuals also. 








Refers to Senate bill (S. 3129) to establish corporated income-tax rate of 22 percent 
normal tax and 31 percent surtax, 84th Cong., 2d sess. 
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Mr. Struuts. There is no revenue loss in this, however, Mr. Barnes. 
There is only a shifting, perhaps, somewhat of the burden from the 
smaller firms trying to ok the impact of Federal taxes on smaller 
firms, 

Mr. Barnes. I think when Secretary Humphrey was interrogated 
about that he replied that it involved a redistribution of the tax burden 
and that it was not possible to—even though there was no revenue loss, 
that the whole picture should be studied and that a hasty action might 
result in a placing of the burden in an ill-advised manner, and that 
he would prefer to have the whole picture studied at the time a reduc- 
tion isadvisable. So I would have to— 

Mr. Sruvrs. I wonder if the word “hasty” is well-advised, since the 
burden of taxes, it seems to me, has been one that has long been ad- 
mitted, and the unfair impact of these Federal taxes on small busi- 
nesses is especially well known. 

Mr. Barnes. I don’t believe “hasty” is the word that is used. I 
think that was merely my recollection of the idea. Let’s see. What he 
actually said was: 

However, a change of this sort involving, as it does, an increase in the spread 
between tax rates on different sizes of corporate income has such far-reaching 
implications that the final decision on its merits will be possible only after exten 
sive public hearings and thorough consideration from many standpoints. I 
am not yet prepared to say what our final position on such a proposal might be, 
but I am satisfied that the problem is so complicated and so important that 
any quick decision or action might turn out to be wrong, 

Mr. Opom. When can we expect to learn the final position of the 
Secretary, Mr. Barnes, do you know ? 

Mr. Barnes. No. ! don’t. 

Mr. Opom. Have you discussed this matter with him, or members 
of your staff with his staff, concerning relief for small business 

Mr. Barnes. Yes, of course. 

Mr. Ovom. You don’t have any estimate at all, then, as to when we 
can learn of the administration’s position on tax relief ? 

Mr. Barnes. Not other than what he has himself answered to in 
quiries of congressional committees. 

Mr. Opom. But you do think it is fair to say that as far as the ad- 
ministration’s position on the pending legislation is concerned, that 
would be opposed until such time as other recommendations were 
made that would affect individual businesses, is that a fair statement ? 

Mr. Barnes. Yes, sir. 

Mr. Ovom. And you don’t know when such recommendations will 
be forthcoming ? 

Mr. Barnes. No, sir; I donot. 

Mr. Srurrs. Mr. Barnes, do you feel that the Small Business Ad 
ministration could do more in research on this very problem / 

Mr. Barnes. We have done a considerable amount of research of 
which you may not be aware. 

Mr. Strutrs. Iam not. 

Mr. Barnes. We have in the first place consulted within the exeec- 
utive branch for a period of 2 years on this general subject, and have 
repeatedly taken the position that the most important thing we could 
do would be to assist small business generally by making provisions 
in the tax laws that would enable them to obtain more of their earn- 
ings for purposes of expansion. We have been able to make our views 
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known and considered as an important part of the considerations on 
this matter. 

Mr. Sruurs. If I might break in right there, specifically how many 
men do you have working full time on the tax problem ‘ 

Mr. Barnes. We do not have anyone working full time, but it is a 
constant assignment of both the General Counsel’s office and the Eco- 
nomic Adviser's office to do research on this general subject. 

Mr. Srutts. Do you feel the impact of taxes is so great that perhaps 
a 700-man agency, roughly 700-man agency, might have a full-time 
man or two working on taxes? 

Mr. Barnes. Well, I am certain that if the man-hours of the various 
people in the agency that work on the problem were assembled, that 
it would amount to more than 1 or 2 man-years. But different people 
are required to work on it from the nature of what we do. 

Now, we have been in communication with, I suppose, 10 or 15 of 
the small-business associations or the trade associations whose mem- 
bers are composed principally of small businesses. There may be a 
few of the larger business firms that are occasionally in them, but the 
great percentage of them are small businesses, and we have consulted 
with them and had a rather full and complete analysis by them, and 
by their tax counsel as to the impact of various type taxes on their 
business. 

Mr. Stutts. Do you know if any of them retain full-time tax ex- 
perts or economists or accountants ? 

Mr. Barnes. Yes, sir, I think several of them do that. 

Mr. Sruurs. Now, as you know, this committee in its last three an- 
nual reports, at least, has called for a redirection, perhaps, you might 
say, of the efforts of the Small Business Administration into the longer 
range, wider-reaching problem areas. Tax isa primary one. Now, I 
wonder if, regardless of those recommendations, you still feel that 
out of your entire personnel that it is not worthwhile to assign one 
of your men or two of your men full-time to this problem. 

Mr. Barnes. Well, I think that we are meeting the suggestion of 
the committee completely. We have at least two attorneys that are 
very conversant with tax matters, and handle them from day to day 
and keep up to date on the problems, and spend a large portion of 
their time working on it, but the problem is not all confined to, say, 
the general counsel’s office or the economic adviser’s office. There is 
the gathering of facts and then there is the analysis and the prepara- 
tion or analysis of tax bills. It is a varied type of work. 

Mr. Srutts. Don’t you agree when that is no one’s responsibility, 
the job is usually sloughed off and given a lower priority 4 

Mr. Barnes. I don’t think so, Mr. Stults. Many of our people must, 
from the very nature of things, be competent to perform more than 
a single job. It has been the view of the Appropriations Committee 
that we should hold down the number of people in our Washington 
office to the maximum extent possible and assign continually more 
people to the field offices. Well, we have to take their views into 
consideration, and we pretty well have done that. We had plans, as 


you perhaps are aware, last year, for a considerable revision of the 
assignment of personnel on various programs, but the appropriation 
we were given did not permit us to implement those plans. So it 
has just not been possible with the number of personnel we had to 
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have specialists, in effect, to carry out research on many of these things, 
although we actually have been involved in many of the longer range 
programs. 

As you know, we have been consulting with the SEC on problems 
of equity financing. There are several other areas such as consulta- 
tions with ODM on matters relating to emergency organization and 
preparation for any crises, things of that-nature. There are other 
instances that I probably could recall or that you may remember 
yourself, where we actually are engaged in longer time planning. 

Mr. Stunts. Now, specifically the Smaller War Plants Corporation 
and the Small Defense Plants Administration, both of them rather 
direct ancestors of yours, put out tax reports, made public reports, 
and recommendations on the tax laws. Do you feel that the Small 
Business Administration is precluded from putting out such a tax 
report / 

fr. Barnes. Well, insofar as it would state the Administration’s 
position or recommendations on a change in existing law, I do; but 
insofar as general studies of the impact on various kinds of taxes, on 
factual studies, we are not precluded. 

Mr. Sruurs. Do you have any such factual studies in the mill now ¢ 

Mr. Barnes. We have not any that we intended to make public. The 
studies we have made we have used merely within the executive branch 
and have frequently even been called upon to prepare these s.ddies. 

Mr. Sruurs. I think the legislative history of the Small Business 
Administration is quite clear that Congress wanted an agency which 
would advise it specifically on specific problems of small businesses. 
It did not wish to have this fragmentalized approach from all the 
various agencies and departments of the Government. Every bit of 
floor debate on beth the SBA and the SDPA indicated the need for 
this very centralized sort of an independent agency operation. 

Therefore, 1 would wonder if your studies and efforts in the tax 
field, if they are channeled solely to executive agencies, if you are not 
falling down somewhat on the help that Congress thought that it 
might get. 

Mr. Barnes. Well, it is, if your statement is correct, that that type 
of public analysis is what was intended. However, we have attempted 
to expand the impact of what we are able to do within all the execu- 
tive iveenee and agencies who have anything to do with small 
business, consulting with them under the consultation section of the 
Small Business Act, and attempting to have them expand their pro- 
grams and take into consideration the problems of small business, 
and thus greatly widen the number of people and the areas of Gov- 
ernment that are concerned with small-business problems, and in that 
J think we have been successful. 

Mr. Sruuts. Well, now Secretary Humphrey, it seems to me, would 
not have replied to Senator Byrd as he did if he had in hand a report 
of the Small Business Administration pointing out what the long-run 
effect and the overall impact of the tax reversal would have been. 
If your agency is to have any impact, perhaps you should be feeding 
that stuff all the time to the executive agencies involved. , 

Do you agree that—here is a small-business tax bill—Secretary 
Humphrey says I cannot comment on it since we don’t have all the 
facts available. If Treasury does not have all of the facts available, 
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perhaps the Small Business Administration could have given some 
of those facts to the Treasury Department. 

Mr. Barnes. I am not aware of the timing of that particular cor- 
respondence, but I think it should be known that the Treasury did 
call upon us to make an investigation and a report, and I think they 
would have liked to have had it in 3 or 4 days and it took us about 
2 or 3 weeks to get it. We did not wish to go to a narrow segment of 
the small-business community, and it just took longer. 

Now, I am not able to answer your question any more intelligently 
than that, that we have advised them as quickly and as effectively and 
as vigorously as it was possible for us to do. 

Mr. Opom. Mr. Barnes, I understand in general that you feel insofar 
as your responsibilities are concerned that you are precluded from 
making any specific recommendations independent of any other agency 
of the executive branch of the Government. Is that generally your 
position ? 

Mr. Barnes. On administration policy that is the primary respon- 
sibility of the other agency. 

Mr. Opvom. I meant with reference to specific problems of small 
business, such as tax action, antitrust, and that sort of thing. Do you 
feel precluded from making any specific recommendations ? 

Mr. Barnes. I feel I can make any recommendations I wish within 
the executive branch. 

Mr. Ovom. Do you feel precluded from making those recommenda- 
tions to the public and the Congress, however? Is that your position ? 

Mr. Barnes. Yes, if it bears on a matter which is the primary 
responsibility of other agencies. 

Mr. Opvom. Do you have in mind any specific problem of small 
business that does not in some respect bear upon the responsibilities 
of some other agency of the Government ? 

Mr. Barnes. Yes. 

Mr. Opom. Let’s say aside from the financial assistance. 

Mr. Barnes. I think the three primary responsibilities that are 
assigned to us under the Small Business Act are our primary and 
basic responsibility. 

Mr. Opom. Which three are those that you have in mind / 

Mr. Barnes. Financial assistance to small busines; procurement as- 
sistance; and management and technical assistance. 

Mr. Ovom. You don’t think that procurement assistance also re- 
lates to those other agencies of the Government who are affected in 
procurement ¢ 

Mr. Barnes. Yes, but I think that Congress has given them as a 
primary responsibility and we have repeatedly published all kinds 
of reports and recommendations, and though Congress has often also 
directed both the Attorney General and the Administrator of the 
ODM to make separate and public independent reports, it somewhat 
lessened the necessity for us to make reports on the same subject. 

Mr. Ovo. So with those exceptions, then, financial assistance, pro- 
curement and managerial and technical assistance, you would feel 
that unless your recommendations are made to the other agencies of 
Government who are in some way alerted to those problems, agreed 
with those recommendations, that they would not be made public ? 

Mr. Barnes. I think that that is a fair statement. We are obli- 
gated under the act to consult with them, and if we are unable to 
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agree, then we may carry that as high within the executive branch as 
we may desire, and we do so. 

Mr. Stutts. Now, section 215—— 

Senator Scnorrren. I want to ask a question along this line. 

You, in no instance, have ever failed under the authority granted 
by Congress by this legislation forming your agency, to fully con- 
sult with any executive branch on any matters involving select small 
business or small business generally ¢ 

Mr. Barnes. Not that | know of, sir, except that within the limita- 
tions of our manpower we have not consulted all at the same time. 
We have done a job in one area, and then moved on to another as 
we had manpower free to do it. 

Senator Scnorrre.. All right. You have anticipated my next ques- 
tion, because I know your agency is limited in appropriations and 
limited in manpower. ; 

Now, has it been suggested here that your agency should jump into 
all these matters that are before Congress by way of legislation ‘ 

Have you received any complaints by not getting into some of them / 
If you didn’t I would thoroughly agree with you unless you got in 
after you were asked or requested. 

Mr. Barnes. No. I don’t think we have failed—I have appeared 
before 8 or 10 congressional committees at each session of Congress 
on various subjects, even some relating to other matters, and have 
given our views. 

Senator ScHorrre.. On request / 

Mr. Barnes. On request. 

Senator ScHorrrec. | think that is strictly in keeping with the final 
discharge and the finest discharge of the responsibilities, because this 
committee of which I am a member here is not a legislative committee. 
There are other committees that are set up to go into some of these 
matters, and 1 was peculiarly interested in knowing whether it has 
been suggested to you that without invitation you should barge in on 
some of these other committee functions. 

Chairman SpaRKMAN. Senator Schoeppel, may I say that this 
group, out of the line of questioning that developed before you came 
in, related particularly to the tax problem. I think, if I may interject 
this thought at this time, the position that Mr. Barnes is taking with 
reference to the tax situation is absolutely in line with general practice 
in the executive departments. 

I think, if 1 understand it, though, that the difference may be this. 
He was asked to express himself on specifically proposed legislation 
upon which the Treasury Department had already expressed itself. 
Therefore, as I see it, he correctly says that his attitude must be the 
attitude that was taken by the Treasury Department. I don’t think 
that precludes him from expressing himself on any matter in which 
small business would be interested, provided it does not run contrary to 
a position that has been taken by the executive department or particu- 
larly by the agency having jurisdiction over that particular problem, 
and I believe that is in line with the statements that Mr. Barnes has 
made. Is that not true? 

Mr. Barnes. Yes, sir. I intended to say I believe we could publish 
factual studies and have done so, I think, or are willing to do so, 
within the limits of our manpower to work on it. We have an oppor- 
tunity within the executive branch to comment on legislation that 
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affects any and all other agencies that in any way relate to small 
business, and we do so. In fact, we have a regular staff that spends 
its time commenting on that legislation within the executive branch. 

Chairman SparkMAn. Senator Schoeppel, may I say also that 
he made a supplemental statement to the statement he made yesterday 
with reference to tax matters in which he brought out the fact that this 
committee in its 1953 report made 5 specific recommendations and that 
in part or in whole 4 of those 5, I believe you said, had been written 
into law in the 1954 act. 

Then we got to questioning him about—one thing was inheritance 
tax, their estate tax. Second, particulariy this second thing was 
relieving the surtax rate on small businesses. 

Senator Scnorprer. I am sorry I was late. 

Chairman Sparkman. That is all right. I thought you ought to 
have the benefit of that background. 

Senator ScHorrre.. I appreciate that very much and, by the way, I 
did want to report to you that Senator Humphrey is tied up as active 
chairman of another committee and he regretted that he couldn't be 
here this morning because he is interested in several of the problems, 
and he would like to cover them some other time. 

Chairman Sparkman. I understood that he was. 

Mr. Noone. I would like to ask Mr. Barnes another question on this 
tax matter. 

I understand your basic position relative to commenting on matters 
already under discussion in the executive branch. I do think, how- 
ever, it would be helpful to this committee to know what the SBA is 
doing or recommending on tax matters, within the executive branch. 
Would you be in a position to keep us currently informed as to the 
position you are taking, or recommendations you are making on tax 
problems? 

Mr. Barnes. Let me answer that by saying that I will go into the 
matter 

Chairman Sparkman. May I make a suggestion, changing that 
question a little bit ¢ 

Will your staff cooperate or coordinate with our staff in a continu- 
ing study of tax problems ? 

Mr. Barnes. We will be glad to do so, yes, sir. 

Mr. Srvrts. Section 215 of the act itself does provide for that sort 
of breakdown of your functions and the availability for correspond- 
ence, memoranda, reports, records, on all investigations conducted by 
or for the administration and that they shall be available to this com- 
mittee and to the House committee. Certainly, this would not be for 
any reasons of embarrassment on either side, but merely so that we 
might be able, in fulfilling our responsibilities to draw upon your own 
work down there, and in the same way, we would be delighted to 
inform you of the operations that we have. 

Mr. Barnes. Yes, sir. 

Chairman Sparkman. Senator Schoeppel, you were not here when 
we started the questioning. Do you want to ask any questions ¢ 

Senator ScHoerre.. No. 

Chairman Sparkman. Then, Mr. Odom has some questions. 

Mr. Ovom. Mr. Barnes, yesterday we discussed at some length, as 
you will recall, the question of statistics, and at that time the discus- 
sion developed into really a question of base periods, whether we 
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would compare the statistical position of small business in 1955 with 
1954, or whether we would compare it with 1952 or 1939. , 

I think that perhaps what the committee is most interested in 1s 
how small business is doing, and I am sure that is what you are most 
interested in, is it not? 

Mr. Barnes. Yes, sir. 

Mr. Ovom. We have read your fifth semiannual report very closely 
and, of course, we listened very carefully yesterday to your statement 
made before the committee. We would like to ask you now a few 
questions about small business and its position in the national economy, 
or its status in the national economy with reference to some of the 
indices that you yourself have included as a measure or standard of 
the small business status. 

For instance, first let me take the business population. Although I 
admit I certainly agree with you that the number of corporations gen- 
erally, or the manufacturing corporations is a small part of all of the 
smal] business throughout the country, you have indicated you share 
that opinion with reference to the tax matters that were just discussed, 
yet, you did put a great emphasis on statistics of manufacturing corpo- 
rations in your fifth semiannual re port. 

Now, business population itself, however, probably does have some 
relation to small business, because it is business in all populations, all 
bases. Are you aware of the fact that the increase of the business 
population from 1954 to 1955 was about 40,000 firms? I think you 
made that point in your fifth semiannual report. Were you also aware 
of the fact that this increase of 40,000 firms was generally under the 
increase of business population for the period of 1950 to 1951, where 
the increase of population was 58,000 firms: from 1951 to 1952, when 
the increase was 55,000 firms; the increase from 1952 to 1953, when the 
increase was 58,000 firms ¢ 

Now, the increase from 1953 to 1954 was only 6,000 firms, whereas 
the increase from 1954 to 1955 was 40,000 firms. 

Now, this increase is under the average increase for the years 1950 
to 1953, or 1946 to 1953. Does this relatively less of an increase to 
that which business had generally experienc ed in those years from 
1946 to 1953 have any significance to you in your evaluation of the 
status of small business / 

Mr. Barnes. Well, yes; it does. I think that I must repeat for the 
record that the Small Business Administration was not organized 
until 1953, and we don’t judge these matters as claiming any credit, 
modest or otherwise, for any of these figures. I want to make that 
clear. 

Mr. Onom. No, sir; I understand. 

Mr. Barnes. I just wanted to put that in the record—that this 
agency has only been in existence since 1953. However, I think it is 
generally known that, beginning in 1945 or 1946, when World War II 
ended, there were adv: antages given to veterans. When they returned, 
there was a great upsurge in the number of new businesses, and there 
were subsequently a great number of dislocations. Some of them got 
in the wrong business. There were reasons which are well known as 
to why sat henppeanid. 

The most normal years were in the latter part of that period before 
the start of the Korean war, 1947 to 1950, along in there. In the 
Korean war period, as I recall, there were not the same limitations 
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on going into new business. There was a great volume of defense 
work and there were new businesses organized during the Korean 
war period that were not organized on a similar scale in the period 
from 1941 to 1945. 

However, during the Korean war period there was such a volume 
of business that went to the large companies that there was a great 
disparity between the earnings of large and small companies. 

Mr. Opom. I am asking the question—we are talking about the rela- 
tive increase of business population. The fact is that the increase in 
1954 to 1955 was less than the year just prior to 1953. 

Mr. Barnes. I was just coming tothat. The Korean incident period 
lasted until 1952 or early in 1953, and there was again a surge of 
returning veterans going into their own businesses. The Govern- 
ment itself made that possible through the veterans’ act and other 
things. 

Mr. Opom. We didn’t see this relative increase from 1953 to 1954, 
though, did we, Mr. Barnes? There was only a 6,000 increase that 
year. 

Mr. Barnes. No. There may have been other—would you repeat 
your question again? 

Mr. Ovom. I say we didn’t see this relatively large number of 
increase in business population in 1953 to 1954. You indicated that 
perhaps some of the explanation for the large number of new busi- 
nesses in 1947 to 1948, and 1948 to 1949 was because of the veterans 
returning right after World War II. You explained the increase 
in 1950 to 1951 and 1951 to 1952 by the Korean war and also, 1952 
to 1953, and yet, in 1953 to 1954, which is just after the Korean war, 
I suppose the same reasoning there would hold up as the reasoning 
just after World War II. We don’t see that large increase. 

Mr. Barnes. Yes, sir. 

Mr. Ovom. Most of what we can gather is that this is hardly an 
index for the status of small business. Isn’t that true? 

Mr. Barnes. No. I think it is one of the indices that should be 
followed. The fact that there were 4,200,000 businesses that did 
survive is an important fact, and it is important I think always to 
know what the increase is and try to trace its causes and see if there 
is anything that the Government should or should not do that is 
contributing: 

Mr. Opom. In other words, you think the increase of 40,000 from 
1954 to 1955 was significant or a significant index of a small-business 
boom, whereas you see the increase of 58,000 in 1950 to 1951, and 
55,000 from 1951 to 1952, and 58,000 from 1952 to 1953 as being 
relatively insignificant as a measure of small business in the status 
of the economy. 

Mr. Barnes. No. There are other contributing factors, and it is 
difficult to pin any one down, but there was one thing which certainly 
contributed which hasn’t been mentioned in exactly that period. There 
was a cutback in military expenditures involving, roughly, well, more 
than half of what the Government itself was spending at that time. 
That certainly contributed to business dislocations at that time. 

Mr. Ovom. You don’t pretend that between 1948 and 1949 there 
wasn’t a similar cutback in Government expenditures; do you? 

Mr. Barnes. Yes. There was a cutback, but that was offset b 
a high civilian demand and many returning veterans going into busi- 
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ness. There is more than one reason for these things and that was 
the only point that we were trying to make and while we follow the 
various indices. I think it is an important one to follow. 

Mr. Ovom. Now, the question of business 

Mr. Barnes. Excuse me. If you are talking about net increases, 
you have got both your new incorporations and your dislocations to 
follow, and there may be different reasons Mp plying to each one. 

The fact that a large number of new businesses was created in 
the period 1945 or 1946 to 1947 or 1948 didn’t necessarily mean that 
there was a boom as such. It meant that there were people that were 
trying to get established and to start new businesses. 

“Mr. Ovom. And yet the fact that 40,000 in 1955—that is a significant 
clue; is that correct ? 

Mr. Barnes. The figure you are using, as I understand it, the 
44,000 is only for the first half of the year. The full year figures 
are not available; isn’t that correct ? 

Mr. Opom. I beg your pardon ¢ 

Mr. Barnes. I say the figures you are using, 44,000, are only for the 
first 6 months in 1955, and do not reflect full year, which is much 
higher than that. 

Mr. Opvom. What was the full year’ 

Mr. Barnes. We don’t have the figures. 

Mr. Stutts. Those were the figures you gave us yesterday, however, 
which probably run on a fise al year basis. Is that right—from 
July—— 

Mr. Barnes. It was on the calendar year basis. 

Mr. Srurrs. So you feel there will be significantly about 44,000? 

Mr. Barnes. Yes, sir. 

Mr. Ovom. Mr. Barnes, on page 16 of your fifth semiannual report, 
Senator Morse discussed this question with you yesterday—I noticed 
that these statistics were updated. Nevertheless, it appeared that 
from 1952 to 1955 in earnings after taxes, there was a decrease in those 
manufacturing corporations with assets under a million dollars of 
approximately four-tenths of 1 percent, whereas for those corpora- 
tions with assets of over a million dollars, there was an increase of 
approximately two and four-tenths percent. 

Now, do you think that this is a significant index of the status of 
small business in the country’s economy today 4 

Mr. Barnes. I think the important point is that there was an in- 
crease, which was the point we made. 

Mr. Ovom. I don’t see that increase. I think I said there was a 
dlecrease from 7.9 percent in 1952 to 7.5 percent in 1955. This is a 
lecrease, Mr. Barnes, and the percentage of those corporations with 
“ssets over a million dollars show two and four-tenths percent increase, 
almost 20 percent. 

Mr. Barnes. That is exactly what we have said, though, that there 
was a decrease until 1954, and then there was an increase. If you 
compare 1955 with 1952, 1955 is still slightly under 1952, but the line 
has turned up. It is shown on our charts and it is shown on the charts 
in the report of this committee, as I recall. It is the same upturn that 
is shown. 

Mr. Opom. But when you compare the status of small business as 
measured by the annual rate of earnings on stockholders’ equity, you 
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find that the status of small business is worse today from that which 
it wasin 1952. Is that correct ? 

Mr. Barnes. That is correct by four-tenths of a point, and on page 

12 of the semiannual report we specifically said— 
The level of earnings, as might be expected, is still far below the peaks reached 
by small corporations during the expanded production of the Korean period. On 
the other hand, the high level of earnings before taxes, which large manufactur- 
ing corporations achieved during the Korean period, has been maintained except 
for minor fluctuations. 

Mr. Opom. Asa matter of fact, it has increased rather than just been 
maintained. That amounts to about a 20 percent increase. 

Mr. Barnes. Yes. 

Mr. Opvom. Now, on the number of business failures, we went into 
that yesterday, I think, with Senator Morse also, and you indicated 
that you thought that 1939 was a year that you should measure the 
number of business failures against. Is that correct / 

Mr. Barnes. No. It was merely mentioned for comparison pur- 
poses. It was not mentioned as a base year or anything of the sort. 
It must always be borne in mind in considering business failuress that 
any amount of controls or emergency has an effect on those figures, and 
likewise any reconstruction or reconversion period also has an effect, 
and 1939 was selected merely as a prewar year which was not greatly 
affected by either war or reconversion, and it should be read keeping 
in mind the total number of the business population and the other 
economic factors at the time. 

Mr. Opvom. Well, isn’t it disturbing to you, Mr. Barnes, that the 
number of business failures is increasing every year, the rate of busi- 
ness failures? 

Mr. Barnes. Dun and Bradstreet has said that they would expect 
the number of business failures and the rate both to be much higher 
at the present time in the midst of a competitive economy. How- 
ever, actually last year the business failures decreased. They did not 
increase. 

Mr. Opom. The rate did not decrease, did it ? 

Mr. Barnes. No. It was the number-— 

Mr. Ovom. Isn’t the rate important? 

Mr. Barnes. Yes. But if you extend it out to enough fractions, 
you would find there was a change in the rate. 

Mr. Opom. One thousand of 1 percent. Generally the rate of busi- 
ness failures was the same in 1955 as 1954. 

Mr. Barnes Basically correct. 

Mr. Opom. And this increase of the rate has been steady since 1952, 
has it not? I think in 1949 it was 34; 1950, 34; 1951, 31; 1952, 29: 
1953, 33; and in 1954 and 1955 it was 42. But don’t you think this 
increase of the rate of business failures is a matter of concern because 
who is it that generally fails? Is it the large corporation or the 
small merchant, the small retailer, the man on Broad Street that can’t 
pay his creditors? 

Mr. Barnes. It is usually the small merchant, of course. I will say 
very clearly what I think about the figures on business failures. I 
mentioned it briefly yesterday. I am not satisfied with the figures 
that are obtained on business failures, either their total number or 
anything else. I don’t believe that they are a real good index. 
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I am hopeful that a better method can be obtained. It is my under 
standing that another Government department is intending to de 
velop in the future further figures and statistics on this general sub 
ject. I believe it is the Bureau of Census that may do so, because 
obviously a figure in which you use only half of the business popula- 
tion and perhaps not even the—perhaps many of the concerns that 
this committee and the Small Business Administration are most inter 
ested in are not included in those figures. It is not a desirable, re- 
liable index for us in judging what type of program should be in 
augurated. But at the present ‘they ‘are the only ones that are available. 

Mr. Ovom. That is the point. You did bring this up in your fifth 
semiannual report, and I think you said a decline in the number of 
business failures. I understand you made this statement in compari- 
son with 1954, that is, the statement that there is a decline in the 
number of business failures. 

You can understand how a casual reader of this report where this 
statement stands out in bold print may be misled. He might very 
well think that the decline in business failures relates to a period of 
several years. This was a standard, this was an index that was made 
in your own report. 

Mr. Barnes. Yes, but I think there were adequate qualifying state- 
ments to keep from confusing anyone. It says slightly below 1954. 
That was the way it was described in our semiannual re port. 

Senator ScuorrreL. Might I ask this question: Does counsel con- 
tend that Government agencies’ policies have contributed to these 
business failures, and if so, how ? 

Mr. Onom. No, sir. We were interested, Senator Schoeppel, in 
trying to find out just what the status of the small-business man is 
in days to come. 

We noticed in Time magazine that some credit was given to the Small 
Business Administration for the small-business increase, you might 
say, in its participation in the business boom. I gather that. Time 
magazine got this impression from reading the fifth semiannual report. 

We here are trying to determine whether the actual status of the 
small business in our national economy was as good as one might get 
the impression by a casual reading of this report. That is the only 
purpose. 

Senator Scnorrret. Well, probably a casual reading of the report 
isone thing. A full reading of the report together in sequence would 
present the actual true picture much better than a casual reading 
would, or a casual comment by Time magazine or satiboaly else pub- 
lishing these reactions. 

Mr. Opom. Unfortunately at times they don’t read all of the previ- 
ous reports. 

Senator Scuorrre.. That is right. 

Mr. Opom. Mr. Barnes, from time to time the Federal Trade Com- 
mission issues in the form of trade practice conference rules, advice or 
opinions on the antitrust laws for the guidance of businessmen. These 
rules are designed to eliminate and prevent, on a voluntary and indus- 
trywide basis, trade practices and methods of competition and busi- 
ness behavior which constitute violations of laws administered by 
the Commission. 
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Before such rules are adopted for an industry, the Commission 
holds public hearings, at which industry members and other inter- 
ested parties may present their views. At such hearings, trade asso- 
ciations and the big corporations in an industry are w ell | represented. 
In theory, at least, the associations should speak for the small-business 
segment of the industry. But it should be noted that many small- 
business men do not belong to : any of their industry’s trade associations. 
And, in fact, they may have views opposed to the trade associations. 

Now, has the SBA established liaison with the Federal Trade Com- 
mission in taking an interest in any of these meetings being held by 
the Federal Trade Commission / 

Mr. Barnes. Yes, sir. We have established liaison. The Federal 
Trade Commission has organized a small-business section within the 
Federal Trade Commission: and, no, sir, we have not attended any 
of these particular meetings. 

Mr. Ovom. Have any of them been held since you have established 
this liaison ¢ 

Mr. Barnes. I assume there have, but I will elaborate on the prob- 
lem if you will permit me to do so. 

In the first place, there are according to my recollection some 2,000 
trade associations, or perhaps more, of which probably 1,200 to 1,400 
have small-business members, and many of which have paid staff 
and paid counsel in Washington or elsewhere who are hired to fol- 
low the activities affecting members of that particular industry, and 
in particular before such agencies as the Federal Trade Commis- 
sion, which is regulatory. 

Mr. Opom. Yes, sir. 

Mr. Barnes. So, we have felt that the small-business community 
is usually well represented if it is an efficient, effective trade asso- 
ciation. 

Now, the Federal Trade Commission itself—possibly 80 percent 
of its activities are in general related to small business and_protect- 
ing the interests of small business, and it is a specialized field in which 
they are quite well qualified to go into all of these matters and to 
develop facts. They can do so on their own initiative if they so wish, 
as you know, I am sure. So we have not felt it our responsibility 
to intervene in particular hearings. If there is an overall policy or 
a more effective means of rendering service or other matters of that 
nature, we may initiate with the Federal Trade Commission. 

On the other hand, complaints that we receive in our field offices, 
anything of that nature which belongs specifically in the field of anti- 
trust, the Department of Justice or the Federal Trade C ommission— 
we refer that to them, whether it is an individual case or one that is 
more broad, furnishing them what evidence or what facts we may 
have developed, but they have their own investigative staff and they 
develop the facts. 

So, due to the limitations on our manpower and the fact that we 
have specific nenregulatory functions to perform, we do not inter- 
fere or intervene unless we think it is of broad enough significance 
to require it. 

Now, in most cases, in most of these matters, you will find that the 
trade associations in which there are members of the small businesses, 
they may be on both sides of the question, and it seemed to me much 
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better to let the agency that has the primary responsibility in the field 
develop all the facts. 

Mr. Opom. Well, the purpose of holding these hearings by the inde 
pendent agencies, in this case the Federal Trade Commission, is to 
get information that will be of value to the Federal Trade Commission 
in making its decisions; isn’t that true / 

Mr. Barnes. Yes. 

Mr. Ovom. You feel, though, that this is something which is not 
properly within your responsibility and would amount to something 
of an indiscretion on the part of the SBA if you took part in these 
hearings; is that right, Mr. Barnes / 

Mr. Barnes. Yes: and it would involve a large amount of work. 
If we have problems that are called.to our attention, we don't shirk 
them. We doce what facts we can and present them to the agency, 
maybe even initiate the hearing that takes place as a result of our 
reference, our reference of the matter to them. But they have extraor- 
dlinary powers in the way of assembling evidence and having hearings, 
which we ourselves don’t have. And so we, as you say, leave it pri- 
marily to them, unless it is something of such broad significance that 
we should intervene. 

Mr. Ovom. Mr. Barnes, one significant index, we feel, of the status 
of small business generally is the question of percent of sales, small- 
business percent of total sales. I notice in your fifth semiannual report 
you made no reference whatsoever to this apparent decrease from 
1947 of 19 percent to 1955 of 13.1 percent. As a matter of fact, I see 
here there is also a decrease from 1954 to 1955. Do you think this 
(lecrease of smal! business’ share of the total sales is significant ‘ 

Mr. Barnes. This is a figure which you have referred to that has 
peculiar ramifications in that the sales of big business, generally speak- 
ing, reflect the rapid growth of such industries as steel, motor vehicles, 
and aircraft. The small-business figure includes industries which 
have grown less rapidly, such as food and apparel. 

In the retail trade, for instance, where, in some cases the most typical 
activity is in having a few sales with a large markup or profit, whereas 
on the other hand, others in the retail field will, as you know, have a 
large volume of sales with small profits. So it is possible in that 
figure to be comparing apples with cows. You are not getting exactly 
the same type of thing. That has been our fee ‘ling about that figure 
in using it as an index as to what is actually happening. 

Senator Scuorrret. Would counsel yield for a question for further 
elaboration / 

I would just like to ask this question. There has moved on to the 
retail scene in this country what is known as the discount house, dis- 
count practice. Has that not had an impact upon the small-business 
volume? 

Mr. Barnes. Well, I am certain that it has, and as you know, I am 
sure, the activities of discount houses are criticized severely by many 
of the trade associations that represent large numbers of small retail- 
ers. It is also true—I have seen reports, at least from some of the 
best of the larger markets, in which they say that it is a new type of 
retail outlet and that we must learn to compete with it. Generally 
speaking, I think it has had a considerable impact on the retail stores. 

Mr. Opom. You do not really, then, recognize this decrease in per- 
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cent of sales by small business as a significant effect on the status of 
small business / 

Mr. Barnes. I think in order to have it mean anything it must be 
almost broken down by industry classifications so that you could com- 
pare small manufacturers with large manufacturers or small retailers 
with large retailers. 

Mr. Ovom. Well, actually the difference in manufacturers, different 
corporations, in the other statistics that you use, sometimes they have 
different markups on the goods they produce, do they not, Mr. Barnes / 

Mr. Barnes. Yes. 

Mr. Opnom. This would also require going into it this fine with a 
more critical analysis of the earnings of other statistics. 

Mr. Barnes. I will give you an example. Included in any of the 
small-business figures would be the retail apparel industry which has 
a rather level sales volume. People buy about the same number of 
clothes, no matter what happens. 

Mr. Ovom. These statistics I am mentioning, they are for manufac- 
turing corporations. 

Mr. Barnes. I am sorry. I thought you had all small business 
lumped against all large. 

Mr. Ovom. These percentages of sales figures as to corporations 
with assets under a million dollars expressed as percent of all sales. 

Mr. Barnes. What I was saying for the record was directed at a 
figure in which you compare sales of all large corporations against all 
smaller corporations. 

Mr. Ovom. These statistics just show in the percent of sales of firms 
with assets under a million dollars a decrease. We ask if that is 
significant. 

Mr. Barnes. You see, what I was saying the last time does apply 
to just manufacturing corporations. In the manufacturing corpora- 
tions of the smaller companies are included such things as the apparel 
and finished textiles which have a volume that is more constant, cer- 
tainly, than, we will say, in the large industries, the automotive indus- 
try. The apparel manufacturers have not had the fluctuations and, 
as a matter of fact, have not been as well off, have had a decline, 
whereas the large volume in the large companies was concentrated 
principally in automotive industries and steel and some of the ap- 
pliances without so much of a drag on the figures as is found in the 
small firms where manufacturing of apparel and other similar items 
may be almost a constant. 

Mr. Ovom. Are you saying, then, that the percent of sales which 
come from FTC and SEC publications we should give no value to, 
or give little consideration to? These are the various statistics that 
you use in the fifth semiannual report. 

Mr. Barnes. No. We use them, we have used them in the past, but 
it is our thought that they need further explanation. We probably 
will include them in the next one, and we believe there should be a 
variety in our reports. 

Mr. Onom. Aren't they entitled to as much consideration as the 
other statistics that you gave about earnings and comparison of earn- 
ings between small corporations between 1954 and 1955? They come 
from the same figures, don’t they ¢ 

Mr. Barnes. They are worth consideration. Our report got to be 
over 200 pages long. We had to leave something out, so we left that out. 
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Mr. Opvom. That is because it showed a decrease from 1954 to 1955? 

Mr. Barnes. I have already stated it is not. We will be glad to in- 
clude it the next time, if you would like to have us do se, 

Mr. Noone. Mr. Barnes, I would like to ask you a few questions rela- 
tive to the procurement data in your fifth semiannual report. From 
the report it would appear that small business is doing better in mili- 
tary procurement. The introduction says : 

The Department of Defense has been able to increase awards to small business. 

Then, commenting on your chart on page 22, you state: 

These data seem to suggest that the small-business share of new military prime 
contract awards increased. 

I think it is fair to say that this committee and the agencies of the 
executive branch that are concerned with Government procurement re- 
gard the percentage of dollars going to small business as the most 
unportant indicator of how well small business is doing. Now, your 
data on page 22 show that, contrary to your statement th at there was 
an increase on new procurement, smal] business received 18 percent of 
the dollars in 1955, versus 18.3 percent of the dollars in 1954, and on net 
procurements small business received 21.5 percent of the dollars, in 
1955 versus 25.1 percent in 1954. 

In other words, on net procurement there was a decrease of almost 
14 percent of the dollars going to small business. Would you not say 
that that indicates a decrease rather than an increase in the share of 
business going to small business ? 

Mr. BaRnes. When you talk about dollars in procurement, you al- 
ways must have in mind what the Defense Department is buy ing. Or- 
ders for a few types of items such as airplanes and tanks can distort 
dollar percentage. We have the particular responsibility of making 
set-asides. There was asharp increase there. I have indicated that we 
felt that those programs will be expanded in the future on the basis of 
things that were done in 1955, new agreements, new regulations, and 

various things we believe will have an impact, and I don t believe there 
is anything inconsistent between the two figures that you referred to. 

Mr. Noone. Don’t you concede, however, that it does indicate a de- 
crease in the dollars regardless of the items / 

Mr. Barnes. Well, ‘there was an increase in the amount of dollars, 
but the percentage might, as I say, be distorted by aircraft orders, tank 
orders, ship orders, something of that sort. 

Mr. Noone. All right, then. To go to the suitable procurements, 
statistics reflect that on procurements suitable for small business in 
fiscal year 1953, small business received 74.2 percent of the dollars. In 
fiscal year 1954, that decreased to 71.4 percent. In fiscal year 1! 55 it 
decreased : again to 69.4 percent, and in the first 6 months of fiscal 1956 
there was a further decrease to 59.9 percent. 

If we are going to talk solely about suitable procurements, will you 
not concede there that there has been a decrease in the share going to 
small yea ’ 

Mr. Barnes. There would be on the basis of the figures you have 
cited, but my sania is that those figures are affected by can- 
cellations. 

Mr. Noone. Whether they are or not, they strike me as being an im- 
portant indication of the success of small business in military pro- 
curement. Now, cancellations brought about a decrease in the per- 
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centage of total procurement going to small business during 1954 
and 1955, and if the same holds true on suitable procurement, pre- 
sumably the cancellations would hit small business harder than they 
hit big business. 

Mr. Barnes. Can you give me the citations, the page ¢ 

Mr. Noone. I am quoting from a Department of Defense semi- 
annual report on awards to small business. 

Mr. Barnes. Well 

Mr. Ovom. This is table 10 of the report of the Department of De- 
fense entitled, Military Prime Contracts, Small Business, Fiscal Year 
1955, Summary. It is on page 8 of that report. 

Mr. Barnes. Our figures in our statement were based on the set- 
aside program. The suitability figures are compiled by the Defense 
Department and issued by them, and we have them available to us, of 
course, but I don’t have any particular comment to make. From the 
figures you cited, it would seem that is true based on suitability 
figures. 

However, I think the Defense Department itself is much more quali- 
fied to testify on that than I am. We have had negotiations many 
times about what should be included in the suitability figures, and it 
is entirely possible that the same tests are not used for suitability in 
1955 that were used in 1953. My recollection is that there was a change 
in some of the tests by which items were declared to be suitable or not 
suitable. But in any event, that method of reporting is one that is 
developed in the Defense Department. It is their figures and I am 
just not as well qualified to testify on it. 

Mr. Noone. I see. 

I would like to go on to another question and that relates to adver- 
tising versus negotiated procurement. In discussing these two types 
of procurement on page 28, your fifth semi-annual report says: 





Small business obtained a relatively larger share of advertised than of nego- 
tiated procurement. This is primarily because a much higher proportion of what 
is advertised is potentially suitable for small business. 

I question that conclusion because in subsequent sentences in that 
same section—this is the fifth semiannual report—you point out that 
on procurements suitable for small business, smal] business received 
three-quarters of the value of advertised procurement, but only two- 
thirds of those which are negotiated. Would you not say that this 
tends to show that regardless of the nature of the item being procured, 
small business does better under advertised procedures ? 

Mr. Barnes. Well, that has been my own view. However, procure- 
ment people that constantly work with the problem say that many 
types of small businesses can fare better on some of the negotiated con- 
tracts and it breaks down by type of article, I think. 

My own position has been to try to increase as far as possible the 
amount of work that is advertised. 

Mr. Noonr. But what I question is the conclusion, that small busi- 
ness does better on advertised—does not do as well on negotiated— 
because the items which are advertised are potentially suitable for 
small business. Your own statistics show that even on items which 
are suitable only for small business, small business does better where 
they are advertised than where they are negotiated. Advertised pro- 
curement gives small business a better break than negotiated procure- 
curement. Would you agree with that ? 
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Mr. Barnes. Well, I would on most of the types of articles that 
small business gets as prime contractors. 

Mr. Noone. To go on to another matter, in your presentation re- 

garding your program of counselling small firms, on page 62 of your 
fifth semiannual report, you note that in the last 6 months the agency 
has made more than 50,000 notifications of prime contract opportun 
ities to small firms. We, of course, are in favor of the widest pos- 
sible dissemination of procurement information, but there is a point 
of diminishing return. 

For example, a small manufacturer of valves would possibly have 
little interest in procurement of other metal items. 

How discriminating is the SBA in sending out these notifications / 
What is your proc edure? 

Mr. Barnes. We have a policy to try to reduce the number of noti 
fications by getting firms on bidders’ lists so that we do not have to 
send out the notifications. When that is done, we stop sending 
notifications ourselves. 

Furthermore, at regular intervals we review the firms that are on 
our list and ask them if they wish to continue to receive notifications. 
In other words, if they are not bidding or not paying any attention 
to it, we stop the practice. So that we tr y to have a live, interested 
file, but all of the small firms do not sometimes get on all of the bid 
ders’ lists from which they might conceivably get business. Now, 
more than that I can’t say. 

In each case, of course, we are selective as to the firms we send them 
to. We send them to the firms in the category that as far as our 
records show might conceivably bid on that contract. It is not a 
shotgun approach, in other words. 

Chairman Sparkman. I understand there is some material. Did 
you bring material to go into the record ? 

Mr. Barnes. We have got it on the financial, technical assist 
ance and management and procurement. 

Chairman Sparkman. If you will submit that, we will be glad 
to have it."* 

Chairman SparkMAN. Senator Schoeppel, do you have any particu- 
lar questions ¢ 

Senator ScroEepreL. Not at this time. 

Chairman Sparkman. I wonder if I might ask a question and a 
statement together that more or less summarizes this situation as to 
my own thinking and see if I am not right on this. 

First let me say, Mr. Barnes, that we appreciate your giving us 
this testimony and your patience and manner in which you have 
answered the questions. I think many of the points have been cleared 
up. As I said in my opening statement, I was disturbed when the re- 
port came out and particularly with the articles that I read in the 
press at the time and with the news release that came from the SBA. 
[ think perhaps the reason may be this. In observing the operations 
in the field of small business over the past several years, I have a very 
firm conviction that small-business problems are such that once solved, 
they don’t stay solved. We must stay constantly on the job, and I 
know that you know, Mr. Barnes, that that has been true with your 








78 See appendix 3, p. 73. 
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work and certainly it is well demonstrated in the necessity of con- 
stantly prodding the Defense Department, for instance, in order that 
small business may get its adequate share of Government business. 

I was rather interested in a statement that you made yesterday, and 
I think most of our misunderstanding arises from this, that following 
the end of World War II, small business generally across the board 
went down, suffered a downturn. You made that statement yesterday. 
It came back up about the time of the Korean war, and then it got 
caught in a pinch, and after the war was over we saw another 
downturn. 

It is quite noticeable that during World War II we had the Smaller 
War Plants Corporation and we had a Small Business Committee in 
both the House and in the Senate. We had these agencies that were 
constantly working on the problem of small business and constantly 
doing this prodding. 

At the end of the war we allowed the Smaller War Plants Corpora- 
tion to pass out. The Senate Small Business Committee was discon- 
tinued. The House committee remained in force. 

Finally in 1950 this committee was established and it was well 
toward the close of that year or the first of 1951 before we really got 
to functioning, and in 1951, if I recall correctly, the Small Defense 
Plants Administration was set up. And again this program of prod- 
ding and helping took place, and again small business took a general 
upturn for the better. And now what has happened? We have had 
these few years of going down. but you feel that as of 1955 we 
perhaps have turned. Most of the questioning here has related to 
your comparison of 1955 with 1954, rather than with a series of years 
back. The charts, the graphs, if drawn would show a downturn like 
this, level off down here toward the end of 1954, and turning up in 
1955. I think that is what you really mean. 

Mr. Barnes. Yes. 

Chairman SparkMAn. And that is what you actually portrayed by 
your report. I do think that to the casual reader, and certainly to the 
reader of the news reports that came out following the release of this, 
a misconception would be gained as to the condition of small business 
generally. And it would paint the picture in rosier hues than it is 
intended to be painted. 

It is true we turn up in 1955 as against 1954 generally, we will 
say, but I think that an abundance of caution growing out of the ex- 
perience we have had in the past years would have dictated a rather, 
I say, more conservative approach to this idea as to just how rosy the 
picture is. I think we ought to recognize the problem is still there 
and we are going to have to continue to work, and we have still got a 
long way to go, as you said yesterday in your statement, in order to get 
to the level that we really want to get to—we feel we ought to. 

Doesn't that just about constitute the situation ? 

Mr. Barnes. Yes, sir. It is an accurate statement. I didn’t feel 
that in any way we concealed the relative position of small business. 
It caleiaiy was not our intention. I am certainly not complacent 


about the matter. I feel that until these indices which are now down 
below 70 reach and pass a hundred and get in a more relative position 
with large business that we can feel any degree of satisfaction over the 
condition that they are in. So, I feel that your statement is a correct 
one. 
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Before we close there is at least one thing that I would like to bring 
to your attention. We have had a large volume of loans noticeable in 
February and March. 

Chairman Sparkman. By the way, that is included in this supple- 
mental information that you gave this morning ¢ ” 

(The data referred to is as ‘follows :) 


Exiisir No. 3 


Summary loan activity, Ist quarter 1956 


January February March 


Number Amount Number Amount Number Amount 


Business loans: 


Reeeived ‘ 267 $16, 315 391 $17, 632 50S $20, 763 
Approved. 130 6, 182 133 5, 512 2565 %, 482 
Approval, perce nt of actions 54 54 |.. 63 
Direct approvals 65 35 52 
Participation approvals ; 65 vs 204 
Deferred _- Sse, 36 49 RS 
Immediate ___- : Leal 29 4u 119 
Applications pending end of period ; 312 20, 534 418 23, 830 180) 25, 150 
Disaster loans: 
Received -- --. -- 274 4, 271 343 4, 328 314 5, 457 
Approved ; 1, 258 276 3, 668 326 4, 403 
Total business and disaster: 
Received ss : 541 20, 586 734 21, 960 819 26, 220 
Approved._..-- Seuus 254 7, 440 409 9, 180 682 13, 885 





Mr. Barnes. It is, except one thing that was not identified very well. 
When we made our estimates of what we would have in our loan fund 
to reach the end of the year, it was based on what had happened in the 
fall on a different accounting method that we put into effect. We 
anticipated we would be able to finish this fiscal year. 

However, in February and March we were hit with a larger volume 
of loans and in particular in March there was a much greater per- 
centage of immediate participation of loans in which we were called 
upon to pay out in cash our share of the loans, so much so that when 
the March figures came in about the 10th of April, I immediately asked 
our field offices how much funds they still had available, and on loans 
to be passed on in the next few weeks, you see, because we had dele- 
gated power to the offices and it takes a while for the accounting ree- 
ords to keep up. 

I cos that the commitments against the revolving fund were 
down below $2 million and that we had so many applications for both 
business and disaster loans that commitments against that fund would 
soon use it up. So I directed that the field offices hold up approvals 
of business loans, using the remainder of that less than $2 million to 
take care of disaster loans that would have to be approved within the 
next few weeks where there were emergency situations to get people 
started, to get under roofs, you know, and had been involved in 
disasters. 

We immediately went to the Bureau of the Budget and we had 
already pointed out in March that we were concerned over the matter 


1 Statistical information submitted by SBA on business and disaster loans disburse 
by States, as of December 31, 1955, and other statistical data, retained in committee file 
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and a supplemental was recommended to the Congress and $20 mil- 
lion—a $20 million item was placed in the bill that was before the 
Senate. It has passed the Senate. The bill is now in conference com- 
mittee. It seems likely either to pass this week or early next week.* 

I wanted to inform you, though, accurately, what our financial situ- 
ation is, and it is that we are not able to make commitments as against 
business loans—— 

Chairman SparKMAn. Off the record, please. 

(Discussion off the record.) 

Mr. Barnes. We have enough funds on hand to make commitments 
against it for disaster loans that are ready to be approved during the 
remainder of this week and next. Now, if the bill is passed immedi- 
ately, our situation will have been this. We will have for about a 
week’s period or 10-day period not approved any business loans, and 
we will continue to approve disaster loans, however, through this in- 
tervening period if the bill is passed before the end of next week. I 
wanted to get that 

Mr. Opom. This is in conference now, is it? 

Mr. Barnes. It is in conference now, yes. 

Mr. Opom. Well, I certainly am glad you put that into the record, 
we will see that the attention of the other members of the committee 
is brought to the statement that you have just made. 

(The data referred to follow :) 





ExHrsit No. 4 


Small Business Administration—Summary status of funds available as of Apr. 18, 






































1956 
| 
| Net commit-| Uncom- Estimated 
| Available for | ments sub- mitted require- 
|commitment | sequent to | balance as of | ments week 
| Apr. 6, 1956 Apr. 6, 1956 | Apr. 13, 1956 ending 
j Apr. 20, 1956 
Allotments: 
Dreeneen Sits.. 6555 i dc eld | $225, 200 | $203, 780 | $21, 420 1 $92, 500 
I wahisteceaets apse ~elepelinraagemagpeseia i |) ee 178, 000 179, 974 
New York ..-..-.--. Soakdoseoule tibionae -| 103, 300 | 102, 175 UEP fostcacdeiunes- 
iladelphia___............-.-..- eitihent 32) s8 Sas lets Sadhdndbabbth<bhiaSilis—> 
SRR ee oe tot aS | oe Be hai eit | nditleeienie — 
Atlanta___--.-.-......- Uilaisnh wpb wt Lobia deadbddes CESS ALERT did cok betedtet adi dodncs 
En cetera oueiee eee al a aE as () 
i rerarsss sea peencpedbewed aa 40, 000 38, 750 | 1, 250 49, 000 
Minneapolis. -............--- th ahbbsdindss sal qospleebdnnad bbb dons opti dood aae bl-bp k=b bindindétS cs. 
CT ate eee ee See a ee ee Se Re a Ce 
Pe sneett tel. Si as she teen bh, | 15, 000 | meee tide 5, 100 
a faa cae alah an dceiel ieeavaiesas a 9, 225 9, 225 “ia 
San Francisco : ..| 447,000 | 144, 180 302, 820 200, 000 
NNO. bak 155. 0a ccsdlics eet nhiebdet chugs | 30, 300 9, 075 | 21, 225 15, 300 
UN gan a re ce wnccnn ees Soccwele Lp on pcleneiy mts Rsenbaebc dla cinabhiaa sich aed Ds hathtadbaediccie 
I acids Ea eeee Caen aml 1, 038, 800 | 503, 735 535, 065 569, 874 
AEP ee ae ; ee RR Lee | 507, 824 hee eee deltas 
ME Shak php abedaca2 BF aegis | 91, 546, 624 | 503,735 | —-1, 042, 889 | 569, 874 
| | | 


Represents only case ready for approval action at this time. 
2 Cleveland advises not yet able to estimate disaster Joan fund requirements for this week. 
3 Net commitments of $103,453,376 plus this total equal $105,000,000 appropriated. 


Source: Office of Controller, Reports and Statistics Division, Apr. 17, 1956. 


Chairman SparKMANn. The committee is adjourned. 
(Whereupon, at 11:50 a. m., the committee adjourned.) 


® Second Supplemental Appropriation (H. R. 10004) was approved May 19, 1956, and 
became Public Law 533. ” . 
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APPENDIXES 


APPENDIX 1 
SECOND REPoRT OF THE ATTORNEY GENERAL OF THE UNITED STATES 


Prepared pursuant to section 207 (a) of the Small Business Act of 1953, 
as amended 


(April 13, 1956, Washington, D. C.) 


To the President of the United States of America and the Senate and the House 
of Representatives of the United States of America in Congress assembled: 


I have the honor to submit this second report for the fiscal year 1955-1956 
under section 207 (a) of the Small Business Act of 1953, as amended by section 
5 of Public Law 268, 84th Congress. That provision directs the “Attorney Gen- 
eral * * * to make * * * surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, injure 
small business, or otherwise promote undue concentration of economic power in 
the course of the administration of this act. The Attorney General shall submit 
to the Congress and the President * * * reports setting forth the results of 
such surveys and including such recommendations as he may deem desirable.” 

This report focuses on the operations of the Smal! Business Administration 
in assisting business firms to obtain certain raw materials in chronic or tem- 
porary short supply due, in part, to the demands of the national defense pro- 
gram. This report is based on interviews with representatives of the Small Busi- 
ness Administration, the Office of Defense Mobilization, the Business and 
Defense Services Administration of the Department of Commerce, and the 
General Services Administration, as well as on documentary materials supplied 
by these agencies. 

I, 


PROBLEMS OF Raw MATERIAL SHORTAGES 


From March 1 to December 16, 1955, the regional offices of the Small Business 
Administration reported 626 cases in which assistance in obtaining raw mate- 
rials and equipment was requested. The materials most frequently sought were 
aluminium and copper, and, to a lesser extent, nickel, steel, cement, helium, and 
gypsum.’ The volume of these requests evidences the fact that many small con- 
cerns believe that they have been handicapped by inability to procure materials 
essential to their productive operations, 

In any period many factors may affect the supply and demand of various 
raw materials. These factors may disrupt the norma! distributive processes by 
which such materials are channeled, and may cause temporary shortages. Inade- 
quate production facilities continually lagging behind a constantly expanding 
demand for the materials, as new end products requiring their use are developed, 
may even mean chronic shortages. Adjustment to such supply and demand 
fluctuations is a normal part of business operations. Shortages of materials 
necessary for production is generally among the normal hazards of doing busi- 
ness. 

But, the Korean mobilization program and its cold-war aftermath intruded 
an additional factor on the industrial scene. In partial response to international 
developments, under the Defense Production Act of 1950, as amended,” and the 





1 Increasing concern over these commseetat was noted by SBA in fts fourth semiannual 
report for 6 months ending June 30, 1955, B. 74. 

Pub. Law 774, 81st Cong., Sept. 5, 1950, c. 932, 64 Stat. 798; Pub. Law 96, 82d Cong. 
July 31, 1951, c. 275, 65 Stat. 184; Pub. Law 429, 82d Cong., June 30, 1952, c. 530, 66 
Stat. 296; Pub. Law 295, 84th Cong., Aug. 9, 1955, c. 655, 69 Stat. 580. 
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Strategic and Critical Materials Stock Piling Act as amended,’ the Government 
has, among other things: (1) entered into contracts with suppliers of basic raw 
materials to.8xpand needed defense production facilities ; * (2) diverted quantities 
of such matérials to a Government stockpile to insure availability of sufficient 
quantities of scarce materials for immediate defense production needs in an 
emergency ;* and (3) diverted raw materials from civilian markets to business 
firms requiring them for defense contracts.* 

_ Execution of the various functions under these acts has been delegated to the 
Office of Defense Mobilization.’ It has the overall task of coordinating produc- 
tion for national defense. The administration of certain specialized functions 
has been subdelegated to other agencies. 

The Emergency Procurement Service of the General Services Administration, 
- for example, is responsible for the purchasing and storing of the stockpile and 

defense production inventories." Upon order from ODM it may defer the delivery 
dates of such stockpile orders from suppliers, or discontinue such purchases en- 
tirely for a time. For further example, the Business and Defense Services Ad- 
ministration of the Department of Commerce has been delegated the power to 
allocate scarce materials from the producer to manufacturers requiring them 
for fulfillment of defense contracts.’ 

Beyond these powers presently exercised, the Defense Production Act empowers 
the Government, where necessary, to control allocation of materials even for 
the civilian market.” At present, however, defense agencies see no necessity for 
the utilization of such power. Apparently, the diversion of materials to the needs 
of the defense effort; in the present condition of our economy, has not been suf- 
ficient to create any significant general dislocation of distribution in the civilian 
market to such a degree as to create appreciable hardship in the business com- 
munity as a whole. Nevertheless, it cannot be denied that some materials are 
at present in short supply. The complaints to the Small Business Administration 
indicate that many small businessmen are feeling the effects of these shortages. 

The question arises whether the complaints of shortages among small-busi- 
ness men are the result solely of absolute or relative shortages in the supply of 
the raw materials involved, or whether such failure to obtain necessary supplies 
is the result, in part, of an unequal distribution of these materials by the sup- 
pliers. In the disruption of the normal distributive channels caused by the 
demands of the defense program, the materials remaining for civilian con- 
sumption may well be distributed, in some cases, in an unequal manner between 
large and small firms. In a sellers’ market some raw material suppliers may 
tend to dispose of their product, in the easiest way possible, to large volume 
buyers. In this way, the larger business who require materials, and who can 
afford to obtain their requirements in such volume purchases, could obtain a 
significant advantage over smaller companies.” 

It is the understanding of the Small Business Administration representatives 
that most suppliers of such critical raw materials, faced with the problem of 
inadequate supplies for the demands of the civilian economy, have adopted a 
quota system of distribution. In effect, they tend to reserve to each of their reg- 
ular customers a percentage of the available supply based upon the percentage 
of business normally done with that customer in previous years. 

In any event, the presently existing pattern of distribution presents problems 
which may lead to greater economic concentration among the larger businesses 
and a decline in small business’ ability to compete. If all suppliers of these 
materials are distributing them rigidly in proportion to prior purchases, this 
could freeze the status quo in industries dependent upon these materials. It 


* Pub. Law 520, 79th Cong., July 23, 1946, c. 590, 60 Stat. 596; Reorg. Plan No. 3, 
§ 2 (b), eff. June 12, 1953, 67 Stat. 634 


* Sec. 303, Defense Production Act of 1950, as amended. 

5 Sec. 3, Strategie and Critical Stock Piling Act of 1946, as amended. 

* Sec. 101 (a), Defense Production Act of 1950, as amended. 

*Reorg. Plan No. 3, § 2 (b), eff. June 12, 1953, 67 Stat. 634; Executive Order No. 
10480, 3 C. F. R., 1953 Supp. 
we — No. 10480, See. 101, 3 C. F. R., 1953 Supp.; DMO 1-7, 32A C. F. R., 

{ v., p. 14. 

® Executive Order No. 10480, Sec. 201 (a) (4), 3 C. F. R., 1953 Supp.; DMO 1-7, 
32A C. F. R., 1953 Rev., p. 14. 

2° Sec. 101 of the Defense Production Act, as amended. 

"It must also be noted that such unequal distribution may also arise where the 
supplier of such material himself enters the field as a fabricator of end products based upon 
this raw material, because of the greater scope for profits in such integrated production. 


In such cases the tendency appears to be to reserve a greatly disproportionate share of 
his raw material for his own use. 
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would lead to a rigid stratification in the position of the various large and smal! 
companies in these industries. No company would be able to expand its produc- 
tion at the expense of its competitor and rise to a more prominent position in 
an affected industry. This would be particularly harmful to amall businesses 
which started operations shortly before this period of shortage arose, with 
hopes of rapid expansion after a few years. Worse, it will prevent the entry of 
new manufacturers in any such affected industries. If there is no available sup- 
ply of the materials needed for production, no new competitors can hope to enter 
the field. 

If, on the other hand, suppliers are tending to favor their large customers 
the distribution of these materials, these customers will be able to grow in 
strength at the expense of their smaller competitors. Ultimately, if such a 
process were to be continued, many of the smaller, marginal competitors would 
have to go out of business. 


II 
SBA’s LEGISLATIVE AUTHORITY 


The Small Business Act of 1953 embodies the congressionally declared policy 
that this Nation’s security and economic well-being can best be realized by en 
couraging development of small business. To preserve free competitive enter 
prise Congress directed that the Government should aid, counsel, assist and 
protect insofar as is possible the interests of small business concerns. The Small 
Business Administration was established for this purpose—to aid in opening 
up free markets, free entry into business, and opportunities for the expression 
and growth of personal initiative and individual judgment among small busi 
nessmen which is assured from the existence of such full and free competition.” 
The opportunity for small business concerns to obtain their share of necessary 
raw materials is essential for the preservation of such competition. The pres 
ervation of such opportunities, therefore, comes squarely within the duties of the 
Small Business Administration. 

While SBA must assist the small business community in finding a solution 
to the problems involved in obtaining these raw materials, Congress has provided 
SBA with only limited statutory tools available to this end. Under section 212 
(f) of the act SBA may obtain from suppliers of materials information pertain 
ing to the method of filling orders whenever it appears that any small business 
is unable to obtain materials from its normal sources for war or defense pro- 
duction. Section 212 (g) authorizes SBA to make studies and recommenda- 
itons to the appropriate Federal agencies to ensure a fair and equitable share of 
materials, supplies and equipment to small business concerns to effectuate war 
or defense programs, Yet another provision empowers the agency generally to 
make studies of the effect of price, credit and other controls imposed under war 
or defense programs, wherever it finds that such controls discriminate against 
or impose undue hardship upon small business. It may then make recom- 
mendations to the appropriate Federal agency for the adjustment of controls 
to the needs of small business.” 

These sections of the act limit SBA in this field to investigative and advisory 
functions. Furthermore, all of these provisions authorize action only where 
war or defense production of a small business concern are directly involved in 
raw material shortages. Since a small manufacturer requiring such materials 
to fulfill defense contracts is able to obtain them through the allocation power of 
the Business and Defense Services Administration of the Department of Com- 
merce, * these provisions provide only a supplementary benefit to the small busi- 
ness community. In any event, they do not relate squarely to the crux of the 
problem, since most of the small business complaints to SBA over inability to 
obtain raw materials come from firms engaged wholly in supplying the civilian 
market; they are not involved at all in defense work. 

However, an amendment to the act which became effective on July 31, 1955 
does specifically concern this problem.” Under the new provision, a group of 
small business concerns may form and capitalize a corporation, subject to the ap 
proval of the Attorney General, for the purpose of establishing facilities to 
produce or secure raw materials or supplies. In order to facilitate the estab 


12 Sec. 202 of the act. 

3 Sec. 216 of the act. 

4 Ante, p. 4. 

15 Sec. obi (a) (2) of the act, as amended. 
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lishment of such corporations, it was provided that the statutory limit of $250,- 
000 on loans by the SBA may be extended, for loans to such a corporation, to a 
figure reached by multiplying $250,000 by the number of separate small busi- 
nesses involved in the formation and capitalization of the corporation. It was 
hoped by the Congress that this provision would open up to small business 
concerns an opportunity to secure for themselves an independent source of 
raw materials and supplies, enabling them to compete on more even terms with 
their integrated competitors, and to create new competition in fields where 
competition is most needed.” 

This provision has been in operation only 8 months. During this period only 
one application for a loan to organize such a corporation has been received by 
the Small Business Administratin. This application was approved. 

We cannot know at this time all the reasons why small business concerns, hit 
by the pinch of raw material shortages, have not taken advantage of this provi- 
sion to jointly organize corporations to produce an independent supply of such 
materials. However, some possible reasons are worth exploration. 

In the case of many of the raw materials about which complaints of shortages 
have been received from small concerns, the capitalization requirements for the 
establishment of a plant to produce the materials are far beyond the capabili- 
ties of any manageable group of small businesses. For example, the cost of 
establishing a plant for the production of nickel would be prohibitive. The 
Government's total capital investment in the Cuban Nickel Co. plant, which it 
owns, is approximately $47.4 million.” To obtain such a sum of money in loans 
from the Small Business Administration would require the joint cooperative 
efforts of some two hundred small business firms which require nickel in their 
own individual production. An undertaking on this grand a scale obviously 
would be impracticable and unmanageable. 

Another possible explanation may be inferred from the experience derived 
from the operation of somewhat similar joint efforts by smal business firms in 
the pooling program originally established under the Defense Production Act 
of 1950," and continued under the Small Business Act of 1953." This pooling 
program was considered by Congress to have been a failure during the Korean 
emergency.” A survey by the Department of Justice disclosed the principal 
factors responsible for the lack of success of the program. It was indicated, 
among other factors, that inherent in the operation of such pools are the some- 
times insuperable difficulties of getting a number of small business firms to arrive 
at joint decisions to take joint action. Friction, fluctuating or flagging interest, 
procrastination and delay among members and the difficulty in arriving at joint 
decisions were found to be prime obstacles to the success of such enterprises.” 

Such problems would also seem to be inherent in a situation where a group 
of small concerns would have to come together for united joint action in the 
organization and capitalization of a raw material facility, and the subsequent 
joint control and operation of such a plant. Naturally, as the number of joint 
members increases, in order to obtain necessary capital, the inherent problems 
in such an enterprise are multiplied in perhaps a greater proportion. 

In its turn, the Office of Defense Mobilization furnishes a measure of indirect 
but substantial benefit to nondefense manufacturers, including small-business 
men suffering from raw material shortages, by its actions in the field of stock- 
piling. Where it is indicated that a certain defense material may be in critically 
short supply, and if the extent of the stockpile in that material can possibly 
warrant it, ODM may defer its quarterly acquisition of the material for the 
stockpile. In extreme cases it may drop entirely plans to stockpile the material 
during a quarterly period.” Such a release of production to the general market 
helps greatly in easing the shortage problem. 

In addition to its voluntary intervention to obtain raw materials for small- 
business men on a case-by-case method, SBA is making some effort to rectify 








1 H. R. Rep. No. 1350, 84th Cong., 1st sess., pp. 5-6 (1955). 


17 General Services Administration press release, February 23, 1956, on the operation 
of this plant. 


18 Sec. 708 of the act, as amended. 

19 Sec. 217 of the act, as amended. 

™S. Rept. No. 1597, 82d Cong., 2d sess. (1952), Select Committee on Small Business 
Report on Defense Production Pools, p. 13. 

21 Report of the Attorney General under the Defense Production Act, April 8, 1954, p. 7. 

2 For example, ODM diverted the entire supply of copper scheduled for delivery to the 
stockpile during the fourth quarter of 1955 to civilian markets. In addition, it dropped 
plans to acquire 200 million pounds of aluminum during the third quarter of 1955, and 
diverted 75,000 tons of that metal to the civilian market during the fourth quarter. 
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the problem at its source. Among the plans that have been considered is a 
proposal for meetings with representatives of ODM, GSA, and BDSA to attempt 
to formulate a comprehensive joint administrative policy on the raw materials 
program. This policy might, among other considerations, better fulfill the needs 
of small-business men, and insure that small business concerns may be enabled 
to obtain a fair share of the total production of raw materials in short supply 
which remains after stockpiling and defense demands are satisfied. 

SBA is also suggesting a program of action, which the various producers of 
such critical materials might adopt, for the voluntary setting aside of a certain 
small proportion of their annual output specifically for the use of possible new 
consumers. If such a suggestion is adopted, it would go far toward easing, 
within the framework of the existing laws, one aspect of this problem involving 
small business. 

Ii! 


CURRENT OPERATIONS OF SBA In Tuts FIELp 


Since the Small Business Administration does not have any real legislative 
authority enabling it to assure a supply of basic materials to small-business con- 
cerns, it is, at present, reduced to purely voluntary and informal action in at- 
tempting to render such assistance. Primarily, through field-office action, it 
attempts to intercede with its “good offices” in negotiations with the businessman's 
normal supplier, or to discover alternate sources of supply. In rendering this vol- 
untary assistance, SBA’s limited manpower confines its efforts to assisting 
what it deems legitimate hardship cases, rather than those companies merely 
desiring to expand beyond a current or previous level of activity. To effectuate 
this program, SBA has established procedures for the guidance of its field offices 
to obtain expeditious and satisfactory handling of these complaints. 

If the problem cannot be solved on a local level, the Washington office either 
contacts the supplier itself or refers the case to ODM, BDSA, or GSA, seeking 
their intercession on behalf of the small-business man. In the majority of 
cases in which the Small Business Administration has sought to aid a small 
firm in this manner, it has been successful in obtaining a delivery of the required 
raw material from some supplier. 

The BDSA also acts unofficially, upon evidence of real hardship, to assist such 
a small-business man in negotiations with a supplier. Its criteria for determin- 
ing what firms deserve assistance appear to be much the same as those of the 
Small Business Administration. However, unlike the SBA it does not see 
fit to extend assistance to a new manufacturer of a product who has not yet 
established a source of supply and is, therefore, unable to obtain any deliveries 
of any of the critical short raw materials. In such a case, BDSA takes the 
position that a firm is assumed to have entered the field with full knowledge of 
the materials-shortage situation, and has accepted the risks involved in its 
decision. 

IV 


RECOM MENDATIONS 


1. It is generally agreed that the present economic picture does not require the 
imposition of Government controls over the production and distribution of raw 
materials. At the present time there is no such disruption of markets and sup- 
plies as occurs in time of war. Consequently, Government controls cannot be 
justified by the fact that defense requirements have created a shortage.” 

Nevertheless, it has been suggested that in the present situation, in order 
to protect the interests of small business, SBA be given a limited power to 
allocate critical raw materials in short supply to certain hardship cases, when 
a clear necessity arises. Such a power of allocation would have the effect of 
ensuring to a small-business firm the ability to obtain his supplies if his normal 
channels of distribution become disrupted, and he faces the alternative of going 
out of business. It will also ensure the availability of some supplies of essential 
materials to a new manufacturer who otherwise would be unable to obtain even 
minimum requirements. 

On the whole, however, we consider such a plan to be impracticable. The 
problem is entirely different from SBA’s normal financial-assistance programs 
and the defense-procurement programs. In the field of defense procurement, 





3 See ODM’s stockpile report to the Congress, January—June 1955, p. 6. 
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thousands of firms may seek such awards. They may qualify under SBA’s small- 
business standards and make application, but be rejected. Because it is obvious 
that only a few can be chosen, those who lose have no ground for complaint 
that they failed for lack of assistance. The losers expect to be left to their 
own devices to engage in other production. Similarly, in the operation of the 
loan program, all who require financial assistance and who qualify under SBA 
standards will be given such assistance; at present the limit of the amount of 
funds available for loans is not an important consideration. 

However, scarce industrial materials for use in manufacture cannot be made 
available to everyone according to his own estimation of his need. There must, 
therefore, be a preliminary determination of what is a fair share for each pro- 
ducer relative to all others. This would immediately involve questions far 
beyond the scope of limited aid to a certain number of producers. It would in fact 
involve questions affecting the overall allocation of materials throughout the 
economy. 

Even without considering such factors, the development of proper standards 
would be difficult. It may perhaps be doubted, for example, whether such criteria 
should include aid to newcomers in a field of manufacture. Under our free com- 
petitive system many newcomers will appear in any field of business activity 
which seems to be promising. If the Government held out a promise of help in 
the way of a supply of materials to all new producers in any field, such action 
might have the effect either of soon exhausting the resources of supplies in such 
materials and failing in its promise, or promoting unsound development to the 
injury of some, perhaps to many businessmen, in an overextended industry. 

Similarly, where aid would be confined to strict hardship cases unrelated to new 
producers in a field, other problems arise. Only when supplies are sufficient to 
meet all demands may every producer have all that he wants. Therefore, it 
must be recognized that every effort of the Small Business Administration to turn 
materials in times of scarcity to any one applicant involves the denial of such 
material to some other producer. Therefore, before the Small Business Admin- 
istration ean help one small-business man in this respect, it must determine that 
his need is greater than that of others who, except for the efforts of SBA, would 
receive the materials in question. No assistance should be given any applicant 
without full knowledge of his need and his qualifications, even in those instances 
when a manufacturer has been denied a supply of materials conforming to his 
historie purchasing pattern. The Government is hardly warranted in intervening 
without knowing that the applicant is qualified and prepared to make use of the 
requested materials in the immediate future, and that he has not accumulated a 
more than adequate stockpile of his own. 

For equitable operation of such allocation power, SBA would require as full 
an investigation in the case of such applicants as is now made of applicants 
seeking financial assistance. Where there is adequate security, a mistake in 
giving financial aid is of no great consequence; and even when no recovery is 
possible, the Government suffers but a single business loss. However, when essen- 
tial materials in time of scarcity are mistakenly diverted from one or more small 
producers, the consequences may involve the business failure of some of these 
competitors. Therefore, a heavy burden of investigation is prerequisite for the 
equitable administration of even limited power of allocation. 

It is concluded that limited power of allocation would be impracticable without 
involving complete allocation over particular materials. The standards for such 
allocation would be extremely difficult to formulate. And, in the final analysis, 
the administrative burden upon the Small Business Administration would prob- 
ably be completely disproportionate to the effective benefit such limited power of 
allocation could be expected to bring to the small-business community. 

2. Under section 212 (f) of the Small Business Act SBA has authorization to 
obtain from suppliers of materials information pertaining to the method of filling 
orders whenever it appears that any small business is unable to obtain materials 
from its normal sources for war or defense production. This limitation is inap- 
propriate to the present state of affairs since the problems which SBA is now 
called upon to resolve are unrelated to war or defense production. It is clear 
that the operations of SBA in this field would be aided by a legislative amend- 
ment removing this limitation, and permitting the agency much greater latitude 
in developing the overall factual picture in the distribution of materials which 
ure presently, or are soon expected to be, in short supply. 

3. It is believed that an authoritative economic survey should be made of the 
current methods of distributing materials in short supply to the civilian economy, 
and their effects upon the operations of small-business firms. The Small Business 
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\dministration is the governmental agency in closest touch with the small-busi 
ness community and its problems in this area of operations. It has already estab- 
lished contacts with various suppliers involved, and has established smooth coop- 
erative working relations with the defense production agencies who maintain 
contact with other suppliers of such materials. It would seem to be the logical 
ugency to conduct an investigation of this nature. Therefore, it is suggested that 
SBA should undertake such a study of distributive practices by the suppliers of 
such materials, as they affect the small-business man, provided legislative sanction 
is granted. 

An inquiry of this kind should ascertain the relative proportions of materials 
sold to large firms and to small businesses by the various suppliers, under both 
the historical pattern and present practices. Tt should find whether suppliers are 
selling on a quota system, a “first come, first served” basis, or some other method 
It should discover whether the suppliers are holding any reserve of production 
for possible new customers, and ascertain the effect on distributive practices, 
if any, of an increase in production or the withdrawal of a former customer's 
business. 

Unless all the facts in the distributive picture in these critical areas of pro 
duetion are known, it will be impossible to gage, with any degree of certainty, 
the effect of the present defense program upon economic concentration in the 
civilian economy. The results of such a survey, on the other hand, will furnish 
a substantial basis either for possible legislative action, if that be deemed 
necessary, or for a more knowledgeable and systematic policy of voluntary assist- 
unce by governmental agencies to small businesses affected by these shortages. 

4. Apart from such a survey, it is believed that SBA, ODM, BDSA, and GSA 
should, at once, work out as speedily as possible a tentative joint policy of action 
in their handling of complaints from businessmen on shortages of supplies 
Such a plan, in the light of the present facts, must not only determine what 
should be considered as hardship cases and what types of causes should receive 
unofficial assistance in obtaining supplies: it should also give greater consid- 
eration to easing the needs of small-business men in the civilian economy within 
the overall framework of the defense program. The results of an overall inves- 
tigation of present distributive practices in these critical areas, as they are 
developed, would guide the gradual formulation of a more definite and perma- 
nent program. 

Respectfully submitted. 

HIERBERT BROWNELL, Jr., 
ittorney General, 


APPENDIX 2 
ANALYSIS OF TAX BILLS OF INTEREST TO SMALL CORPORATIONS 
(Prepared by Small Business Administration) 


In 1952, there were 705,495 Federal income-tax returns filed by corporations. 
(of this number, 672,071 returns were filed by active corporations. A total of 
142.577 returns were filed by corporations with net income and 229,494 by cor- 
porations with no net income. 

Since there has been some increase in the number of corporations since 1952 
and since the level of economic activity and corporate profits are currently 
higher, the number of corporations in each of the net income classes would be 
higher. Nevertheless, the characteristics of the size distribution of corporations 
by net income would not be greatly different. 

Since 207,201 returns were made by active corporations with net income under 
85,000 and since an additional 170,947 returns were filed by active corporations 
with no net income, it is obvious that more than half of all corporations would 
be inmost interested in whatever change might be made in tax rates affecting 
corporations having under $5,000 of income subject to tax. The present normal 
tax rate for corporations having income subject to tax not in excess of $5,000 is 
30 percent. Therefore, the current tax on $5,000 is 30 percent of $5,000 or $1,500. 

H. R. 9851, the bill introduced by Mr. Seely-Brown, would reduce the amount 
of tax on this amount of taxable income by $1,000 or 66.7 percent. The bills in- 
troduced by Senator Fulbright, S. 3128 and S. 3129, would result in a tax saving 
of $400 or 26.7 percent. The same tax reduction is proposed for taxable incomes 
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of this size in H. R. 9067, introduced by Mr. Patman. There would be no tax 
reduction for this group of corporations under H. R. 8258, the bill introduced by 
Mr. Hyde. 

The percentage of tax reduction for corporations having taxable income of 
$25,000 or less would be greater under the proposal of Mr. Seely-Brown. In 1952, 
a total of 576,323 corporations were in this category. 

Under H. R. 9067, the bill introduced by Mr. Patman, the amount of tax reduc- 
tion would be greater for all corporations having taxable incomes of $50,000 but 
not in excess of $1 million. 

The effect of these bills on the taxable income of the largest corporations 
would be vastly different. Under S. 3128 and H. R. 8258, there would be some 
reduction in the tax obligation of even the largest corporations. The maximum 
tax reduction under S. 3128 would be $2,000 and under H. R. 8258, $1,100 the 
first year. In succeeding years over a 5-year period, there would be additional 
tax reductions which would reach a maximum of $5,500 after 5 years. 

A corporation having a taxable income of $100 million would have an increase 
of $4,760,500 under H. R. 9067, the Patman bill; of $1,951,500 under H. R. 9851, 
the Seely-Brown bill; and of $997,750 under 8. 3129, a Fulbright bill. 

The sum of the tax rates (the normal tax rate plus the maximum surtax rate) 
for each of the bills is as folows: 





























The bill | Normal tax | Maximum | Sum of tax 
rate surtax rate rates 
BE nich bated dtianimnpabornesinntidipinedabinneage, 30 22 52 
By Rica tide hee ap desceaie canst = hake ook Gen deh aici de bind ented 22 30 52 
BB as Sib leben cl eebd dhe htahhdipesnhaidie ahicihadioatd hinbeiatinieiisdy wlaibicintnds 22 31 53 
deren saad tabi acted sags stetan en ta eds W oacialindeiie~4alapaiial 10 44 54 
Nn ea ae ee ae ae aoe | 22 53 75 
Analysis of tax bills by amount of taxable income 
Income Change mange | Income 
subject subject ha! 
to normal Bill Seta to normal Bill 
tax and Amount Per- tax and 
surtax cent | surtax | surtax cent 
$5,000... Seely-Brown......| —$1,000 | —66.7 | $50,000.....| Patman_________- —46.3 
Fulbright: Seely-Brown ____- —29.3 
RR okcdcek —400 | —26.7 Fuibright: 
PE cccmaael —400 —26.7 Rt as i —9.8 
eS —400 —26.7 Rc icin —8.5 
UII 5 isch kiss cede ate de kital ee RAN kas a kr —5.4 
$10,000. _._. Secly- Brown.....- —1,500 | —50.0 || $100,000.._._.| Patman_________- —52.7 
Fulbright: Seely-Brown..___- —25.8 
_B  ERerar: —800 | —26.7 Fulbright: 
i cements ere —800 —26.7 ee —4.3 
Patman........-. —800 | —26.7 BOTs esivaind —2.7 
a Ee ee ek ai lees inte —2.4 
$25,000_.._. Seely-Brown.....- —3,000 | —40.0 |) $1,000,000__.| Patman ______. 169, —32.9 
Fulbright: Fulbright: 8. 3128. —.4 
ree: —2, 000 —26.7 es ere —.2 
IN i —2,000 | —26.7 Seely-Bro own ee: , 000 +1.2 
Moos sans —2, 000 —26.7 || Fulbright: 8. 3129- +7, 750 +1.5 
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x Cor poration income-taz returns for 1952 
y scientists iia teil aici - ssalendcinvanlinmaai 
f ’ Returns with net income 
a , Net income classes 
Number of | Net income | Income tax 
‘ returns thousands thousands 
*- of dollars) of dollars 
it ea ie a — eessenieaniia tid elcitita lines 
§ Under $5,000 $340, 280 $85, 457 
8 $5,000 under $10,000___- 447. 571 119. 909 
e $10,000 under $15,000_ a 458, (22 128, 748 
nD Z $15,000 under $20,000... _ _- ¥ 483, 872 137, 321 
; $20,000 under $25,000 ‘ 504, 566 171, 104 
je : $25,000 under $50,000 1, 162, 855 388. 660 
il ; $50,000 under $100,000_ _- 1, 443, 968 582, 342 
: $100,000 under $250,000 2, 335, 476 1, 043, 674 
4 $250,000 under $500,000 es 2, 080, 026 961, 861 
ie : $500,000 under $1,000,000... 2, 260, 864 1, 052, 863 
l, : $1,000,000 under $5,000,000_- eee 6, 351, 075 2, 933, 348 
a $5,000,000 under $10,000,000__. : 3, 129, 000 1, 453, 751 
) Q $10,000,000 or more : ane 19, 344, 152 8, 539, 785 
3 at a ; ‘ 442,577 | 40, 431, 697 17, 596, 960 
: Z neues Sa aa a stint 
; ‘ FULBRIGHT BILLS 
8 


— 3 S. 3128: A bill to establish corporate income tax rates of 22 percent normal 




















52 i tax and 30 percent surtax. 
52 
53 { ExuHisiT 1 
17 ( Present tax | Proposed tax Change 
4 liability ee a et 
% Income subject to normal tax and surtax (norma] rate | (normal rate 
; 30 percent, | 22 percent, | 
4 | Surtax rate surtax rate Amount Percent 
; 22 percent) 30 percent) 
| 
j 
ie eon co Andean ecimatletiepais $1, 500 $1, 100 —$400 —26.7 
§ SE nciannneiaindinanihenognnntaminaenaies 3, 000 | 2, 200 —800 | —26.7 
- ’ a a a a ese eieniate | 7, 500 5, 500 —2, 000 —26.7 
t % ce Re re Se Nee | 46, 500 | 44, 500 | —2, 000 | 4, 9 
ids SE crete emnincrvienibarnncanandnetl 514, 500 | 512, 500 | —2, 000 -.4 
Mh I itckctibawenastwnqeatincunscusenndl 51, 994,500 | 51, 992, 500 —2, 000 | —. 004 
Xo i 
13 j SS Se eames 
18 Note.—Estimated revenue loss is somewhere between $300 million and $400 million. 
3. 5 : . 
5.4 S. 3129: A bill to establish corporate income tax rates of 22 percent normal 
¢ ; tax and 31 percent surtax. 
; 4 
1.3 j ExHIsIT 2 
2.7 aq amu _ anneal cielo, 
2.4 i | 
2.9 4 Present tax | Proposed tax Change 
-.4 4 liability liability [. ce ees 
-.2 s Income subject to normal] tax and surtax (normal rate | (normal rate | } 
1.2 g 30 percent, | 22 percent, 
1.5 | surtax rate | surtax rate Amount Percent 
22 percent) 30 percent) | 
q ON 8 Se es ees | $1, 500 | $1, 100 | —$400 | —26.7 
CR ccnncghstaciins pepe ckendataeumenees 3, 000 2, 200 —300 | —26.7 
5 Ss tuscciehisizatcediee wlsnincganitinetcmeri. ecitaemeti | 7, 500 | 5, 500 | —2, 000 | —26.7 
: Se Raa Jog Slee eet had < | 46, 500 | 45, 250 | —1, 250 | —2.7 
DI Bis cena ake oie in aancincdel ------| 514, 500 | 522, 250 | +7, 750 +1.5 
See icntitthtamenuniisticuincnmanenmemuumiichnn | 51,994,500} 52,902,250 | 


+997, 750 +1.9 
| | | 


Norte.—Estimated revenue increase is $20,000,000. 
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PATMAN BILL 


H. R. 9067: A bill to graduate corporate income taxés. 





EXHIBIT 3 





Amount of tax Effective rate 
| SN i... a ee ee 
On a taxable income of— | change | 
| Present law Proposed Present Proposed 
| law law | law 
a a ae oe — i ee } 
| | | Percent Percent 
ET ae Aa Weer oe | 7, 500 | $5, 500 —26.7 | 30.0 | 22.0 
Cee ee 46, 500 22, 000 —52.7 | 46.5 | 22.0 
—....... EN ok 254. 500 150, 000 | —41.1 | 50.9 | 30.0 
$1,000,000._........---.- <n ieee ee 514, 500 345, 000 | —32.9 | 51.5 | 34.5 
I ii Ne | 5, 194, 500 4, 655, 000 —10.4 | 51.9 | 46.6 
I ae 519, 994, 500 667, 755, 000 +28. 4 | 52.0 66. 8 





Nore.—It is estimated that there would not be any loss in revenue. 


HYDE BILL 


H. R. 8258: A bill to amend the Internal Revenue Code of 1954 to assist 
small business by increasing the amount which is exempt from the surtax on 
corporate taxable income. 


ExHtrit 4 


Effect of increasing the maximum amount subject only to normal tax from 
$25,000 to $30,000. 





} 
Change 
Income subject to normal tax and surtax | Present tax | Proposed tax} 
| liability liability 
Amount | Percent 
acacia llaticcesteniencetilchasieinasiicianamiol “+ cc iinet aele nenamervserantnoveeenentaett 
ORR occ. as. Bie ice caine kcal se $1, 500 $1, 500 NOG 1k wwe. 
kk ee minsiniccgaretietaa ia - a 3, 000 3, 000 wee j......-sss ie 
SNS ae jcititeis tata ade 4, 500 4, 500 POOR 1. achbivulldgibs 
$20,000____- lial adlids Reece cessed ade 6,000 | 6, 000 None ‘ 
$25,000. _- : ee alae 7, 500 | 7, 500 | EE 92325s04eancaee 
$30 900. _- wu igliliaini ite me cacti See ese { 10, 100 9, 000 | —$1, 100 | —8.9 
$5u,000_.......- i aa i 20, 500 19, 400 —1,100 | —5.4 
RE Seen siatlealciekiinin 46, 500 45, 400 —1,100 —2.4 


Note.—Estimated revenue loss the Ist year is $100,000,000. 


SEELY-BROWN BILL 


H. R. 9851: A corporate tax bill for small and independent business, 


ExXHIBit 5 





Change 

Income subject to normal tax and surtax Present tax | Proposed tax a el 
| liability liability 
Amount Pereent 

I a steer | $1, 500 | $500 —$1, 000 —33.3 
$10,000 3,000 | 1, 500 | —1, 500 —50.0 
25,000_ _ - 7, 500 4, 500 | —3, 000 —40.0 
$100,000. __- i 46, 500 34, 500 —12, 000 —25.8 
$1,000,000__. 514, 500 420, 500 +6, 000 +1.2 
$100,000,000__ 51, 994, 500 53, 946, 000 +1, 951, 500 +3.8 





Note.—lIt is estimated that there would not be any loss in revenue. 
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APPENDIX 3 


SMALL BUSINESS ADMINISTRATION PROCUREMENT AND TECHNICAL ASSISTANCE To 
SMact BUSINESS 


I. INTRODUCTORY REMARKS 


Procurement and technical assistance is a service of assistance te individual 
small firms desiring to participate in Government purchases of supplies and 
services and in related subcontracting opportunities, and to help small-business 
concerns to keep abreast of improved production, managerial, and marketing 
techniques. (Exhibit A.) (See exhibits beginning p. 86.) 


II. RELATIONSHIP OF SBA WITH OTHER GOVERN MENT AGENCIES 


In the Small Business Act of 1953, as amended, congressional policy with regard 
to the relationship between small firms and the Federal Government is set 
forth—” * * * that the Government should aid, counsel, assist, and protect 
insofar as is possible the interest of small-business concerns * * *” 

Further, the act states that the Small Business Administration is established 
to carry out this policy, and that the agency should consult and cooperate wit! 
other Government departments and agencies in order that “* * * the interest of 
small-business enterprises may be recognized, protected, and preserved * * * 
The act, and hearings and reports preceding this legislation indicate clearly 
that the intent of Congress is to make SBA the spokesman for small business in 
the establishment of policy and an advocate in the correction of particular 
problems of small business. 

In order to carry out this policy, Congress provided specifically for certat: 
programs wherein the Small Business Administration exercised complete con 
trol. In other instances, the agency is not given complete jurisdiction but is 
directed to cooperate and consult with other agencies of the Government. 

The Small Business Act, as amended, gives SBA authority, in addition to 
making business and disaster loans, to determine and cooperatively set aside 
for award to small firms all or any part of a proposed procurement; to provide 
technical and managerial aids to small firms; to enter into contracts with Gov- 
ernment procurement agencies ; to make an inventory of all production facilities 
of small firms; and to certify as to size of business concerns. 

The SBA is directed to consult and cooperate with other agencies and to 
recommend policies which would be beneficial to small firms; to consult and 
cooperate with officers of the Government having procurement powers; to en 
courage the letting of subcontracts by prime contracts; to make studies and 
recommendations to appropriate agencies to insure that a fair proportion of 
total purchases and contracts be placed with small-business enterprises; to 
consult and cooperate with all Government agencies for the purpose of insuring 
that small-business conocerns shall receive fair and reasonable treatment; and 
to make recommendations concerning the effect of price, credit, and other con- 
trols imposed on small business under war or defense programs. 

Obviously the effectiveness of many programs of the Small Business Adminis 
tration depends entirely upon the cooperative efforts of two or more agencies 
Working arrangements have therefore been made between the SBA and various 
Government departments in order that the facilities of such departments may 
be utilized fully in assisting the SBA to provide aid, counsel, and assistance in 
accordance with the statutory provisions of Congress. These arrangements have 
been developed cooperatively between SBA and the agencies concerned in the 
twofold interest of : 

1. The Small Business Administration utilizing all Government resources 
in conducting its assistance programs for small business, and 

2. Government agencies receiving requests from individual small business 
firms that require the solution of specific small business problems, referring 
such individual requests for assistance to the Small Business Administra- 
tion. 

By drawing on the technical staff and research facilities of other Government 
departments, the SBA is placed in the position to render an effective job of help 
ing small business without duplication of efforts on the part of either SBA or 
other Government departments that may be involved. 

Furthermore, this cooperative undertaking in respect to various Government 
departments, and particularly with reference to procurement activities, provides 
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tangible evidence that the SBA is directing its program activities to bring about 
close and cooperative working relationships in recognition of the intent of 
Congress. 

III. PROCUREMENT ASSISTANCE TO SMALL BUSINESS 


Noteworthy progress has been made by the Small Business Administration in 
strengthening and expanding its programs in aiding, counseling, and assisting 
small business concerns to participate in a greater proportion of the purchases 
and contracts for supplies and services for the Government. The most per- 
sistent problem has been how best to divide the available manpower among the 
various functions to be carried out in extending procurement assistence to small 
firms (exhibit B). 

The SBA/Defense Department program of set-asides for small business was 
begun in August 1953. Since then, there has been increasing activity and 
progress in the program, as shown by data on proposed set-asides initiated by 
SBA, the set-asides agreed to by the military services, and the procurements 
awarded to small business. 

The attached exhibit C provides this data, by 6-month periods, starting with 
the last half of fiscal year 1954 and continuing through the first half of fiscal 
year 1956. 

It will be noted from the summary table that in the period July through 
December 1953, SBA proposed 733 set-asides for small business covering pur- 
chases totaling about $180 million. Indicative of the increased SBA activity, 
from January through June 1955, the agency proposed 2,498 set-asides, covering 
purchases totaling more than $250 million, and from July through December 
1955, 2,276 set-asides covering purchases totaling about $214 million. In the 
period July through December 1955, for example, the military agreed to 2,171 
of the 2,276 set-asides proposed by SBA. 

During the July-December 1955 period, other suitable procurements totaling 
more than $20 million, which normally would have been restricted to small 
business under the set-aside program, were released for award to firms located 
in disaster areas. Had this disaster priority not been required, the set-aside 
accomplishments would, of course, have been increased by that amount. 


A. Joint set-asides ; the joint determination program 


The joint set-aside program is carried out by the Small Business Administra- 
tion with the cooperation of Government agencies having procurement authori- 
ties and related requirements. Section 214, Public Law 163, as amended em- 
powers the SBA and Government contracting officers to set aside proposed pro- 
curements for competition among and award to small business concerns, when 
the contracting procurement agencies concur that such action is in the interest 
of maintaining or mobilizing the Nation’s full productive capacity or in the 
interest of war or national defense programs. 

This joint set-aside program with the military services has been carried on 
during the past year at 38 major procurement installations throughout the 
country, utilizing 18 man-years of SBA staff time. During the year coverage also 
was extended to a limited number of other installations on a part-time basis. An 
additional 21 technical staff members are assigned to cover on a part-time basis 
these and civilian procurement offices and to conduct other phases of the procure- 
ment assistance program. Appended is a listing of the military procurement 
installations covered at present and a second listing which sets forth the addi- 
tional installations, including civilian agencies not presently covered by SBA 
representatives (exhibit D). 

During the past year, the program, under which the SBA and military services 
acted cooperatively to increase the participation of small business in contracts 
for military supplies and services, has been extended and strengthened. The 
basis for further strengthening of this cooperative activity is reflected in a sam- 
mary of the Department of Defense Instruction 4100.9 as initially issued on 
March 10, 1954, and as revised on November 14, 1955 (exhibit EB). 

The scope of the joint determination program has been potentially expanded 
by the November 14, 1955, instruction secured with the Department of Defense. 
This policy instruction permits the Small Business Administration to screen and 
restrict to small business firms the following categories of procurements which 
were previously excluded from the program: classified procurements, purchases 
under $10,000, research and development projects, and purchases of an emergency 
nature. 

The Department of the Navy has implemented the broadened small business 
set-aside program by the issuance of Navy Procurement Directive 34-201 dated 
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February 1. 1956. In addition the Navy has agreed to establish a task force to 
visit all Navy procurement installations for the purpose of bringing emphasis to 
this implementation directive. Army Regulations No. 715-3 dated February 20, 
1956, implementing the DOD instruction became effective on issuance. Army pro- 
cedures, however, make it necessary for the Technical Service to issue their oper- 
ating instructions before the regulations are effective at the contracting officer 
level. It is expected that this will be accomplished by May 1, 1956. Air Force 
implementation instructions are now being printed for issuance in May. 

B. Effectiveness of the joint set-aside program with the military services 

One measure of the effectiveness of SBA’s joint set-aside program with the 
military services is the dollar amount of military purchases which have been 
earmarked for exclusive award to small business. Since the beginning of the 
agency on August 1, 1953, through February 25, 1956, more than 5,600 procure- 
ments totaling $875,158,978 have been jointly set aside exclusively for small 
business firms (exhibit F). 

During fiscal year 1955 and the first part of fiscal 1956, several types or cate- 
vories of military purchases were not included under the set-aside program. 
Not screened for possible earmarking as set-asides for small business were con- 
struction contracts, proprietary items, research and development projects, classi- 
fied procurements, those of an emergency nature, and those involving an expendi- 
ture of less than $10,000. All of these categories except proprietary procurements 
are eligible for set aside for small business in the revised Department of Defense 
Instruction 4100.9 dated November 14, 1955. 

C. Civilian agency set-aside program 

Another major step taken during the past year toward strengthening the set- 
aside program has been the SBA and other civilian Government agencies deter- 
mining jointly that specific purchases are to be set aside in part or completely for 
award to small business concerns (exhibit D). 

At this stage, results of the new arrangements with civilian agencies are hard 
to project ; it is, however, the earnest desire of all the agencies to increase partici- 
pation of small business in their agency procurements. The future success of the 
joint set-aside program will be reflected in direct proportion to the number of 
procurement installations that can be covered by SBA representatives. 

1. General Services Administration.—In September 1955, a pilot set-aside pro- 
gram was established with the New York branch of the National Buying Division 
of GSA for making set-asides primarily on office supplies and equipment previ- 
ously purchased through the Army Quartermaster. On November 17, 1955, a 
formal policy agreement between the two agencies was completed and the set- 
aside program extended to the Washington branch of the National Buying Divi- 
sion. Due to a change in GSA’s reorder policy, this program has not yet been 
extended in all appropriate offices. However, as of March 25, 1956, a total of 
67 procurements, valued at $4,068,542, has been set aside for small business in 
the offices covered (exhibit G). 

2. Veterans’ Administration.—A policy agreement for a joint small business 
program was established with the Veterans’ Administration on January 11, 1956. 
Operating instructions were subsequently formulated establishing the set-aside 
program on general classes of medicine, foodstuffs, equipment, and general sup- 
plies. As of March 25, 1956, 26 procurements, totaling $401,912, have been set 
aside for small business under this program (exhibit H). 

3. Department of Agriculture.—The Department of Agriculture and the Small 
Business Administration adopted a policy and operating agreement for the set- 
aside program on February 7, 1956. Because the procurement in this department 
has been decentralized to such a large number of procurement offices, a list of the 
major offices was released to the SBA regional offices for study and determination 
of the appropriate centers affording a practicable set-aside program. Upon 
compietion of this study, SBA representation will be established on a part- or 
full-time basis as required by the volume of purchases made. While set-asides 
have been made, this program has not been in effect a sufficient time to afford 
Statistical information of any value (exhibit I). 

4. Department of the Interior.—Negotiations have been carried on with the 
Department of the Interior, and drafts of agreements were exchanged on Febru- 
ary 10, 1956. This tentative agreement was sent to the several bureaus for final 
coordination, which was completed in March 1956. ‘The final agreement was 
signed on April 12, 1956; however, its full effectiveness cannot be anticipated 
until the beginning of the next fiscal year (exhibit J). 
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5. Post Ofice Department.—The United States Post Office Department and the 
Small Business Administration established an agreement on March 22, 1956, that 
a small-business program would be carried out between the two agencies in their 
headquarters city, Washington, D. C. (exhibit K). 

6. Atomic Energy Commission.—A joint set-aside program for small business 
has not been established at present with the Atomic Energy Commission since 
AEC purchases suitable for small business are made by their prime contractors. 
The AEC and SBA are fully aware of the opportunities for subcontracting 
through the AEC program. Therefore, AEC and SBA developed an agreement in 
1953 which established close working relationships between the field offices of the 
two agencies for the purpose of rendering maximum assistance to small business 
in obtaining subcontracts from AEC prime contractors (exhibit L). This agree 
ment in effect was a continuation of the program begun under SDPA. Under 
this arrangement, SBA regional offices were notified by AEC prime contractors 
of subeontract opportunities which in turn were referred to small firms which 
had requested assistance from SBA. In addition, SBA facilities inventories were 
made available to the prime contractors for the selection of small business sup- 
pliers in specialized fields. The AKC operations area oflices and their prime 
contractors have worked closely with SBA regional offices in finding small firms 
as bidders in order to extend maximum assistance to small business. 

During the past year, AEC prime contractors have completed the major con 
struction and installation projects and have turned over the plants to the opera- 
tions contractors. Future procurements at these plants will be limited mainly 
to maintenance, repair, and operating supplies. Contact will continue to be 
maintained between SBA regional offices and AEC operations area offices and 
prime contractors so that small-business firms may be given the maximum 
opportunity to compete for the purchase requirements of the operation of AEC 
plants and laboratories. 

7. International Cooperation. Administration._—The International Cooperation 
Administration provides Small Business Administration regional and branch 
offices with ICA Small Business Circulars which contain advance procurement 
information on hundreds of trade opportunities for American small businesses 
through export trade under the various programs financed by International Co- 
operation Administration. Using this information, Small Business Administra- 
tion field offices furnish interested small manufacturers, suppliers, and exporters 
with descriptions of items, quantities, specifications, shipping instructions, and 
names and addresses of purchasing offices. ICA is a technical cooperation and 
financing agency and does only limited buying. To date practicable working 
arrangements have not been developed for a joint set-aside program between the 
two agencies because buying for friendly nations participating in the mutual 
security program is done generally by other agencies of the United States Gov- 
ernment. However, future procurements made for ICA by the Department of 
Agriculture, the General Services Administration, and the Department of Interior 
may be screened for joint set-asides. 

D. Certificates of competency 

The certificate of competency program carried on by the Small Business Admin- 
istration makes available to small firms an appeal procedure from decisions by 
military or civilian contracting officers. If a small company, or group of com- 
panies, is low bidder or within negotiation, but is being rejected because of 
question of credit or capacity, the company may apply to the SBA for a certificate. 

SBA field office personnel make detailed plant inspections and financial studies 
of firms applying for certificates of competency. If the Agency finds that the 
bidder actually is qualified to perform the contract, it issues a certificate of 
competency attesting to this. The certificate must be acceptable as conclusive 
by the procurement officer as far as technical and financial requirements of the 
contract are concerned. When a certificate of competency is issued by the SBA, 
the small firm is awarded the contract and the firm’s progress under that contract 
is watched closely by the regional office staff in order to assist the contractor in 
meeting his contractual obligations. 

The Small Business Administration has received 325 applications for certifi- 
cates of competency with a total value of $62,923,230. As of February 25, 1956, 
certificates of competency have been issued to 155 firms covering contracts of an 
estimated value of $19,852,726 (exhibit M). Two applications are pending final 
action and 168 were declined or withdrawn. 

Some typical examples of assistance in reference to certificates of competency 
are given in exhibit N. 
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E. Procurement aid to firms in disaster areas 


The Small Business Administration is cooperating with other Federal agencies 
in disseminating procurement information to firms located in disaster areas 
As an example, the Navy Department and the SBA have arranged for bid sets 
on all unclassified Navy procurements to be sent to Small Business Administra 
tion field offices and to Navy materiel inspection offices located in disaster areas 
Small Business Administration offices make referrals of these procurements t 
small firms registered with them and also maintain the bid sets for inspectior 
by all interested firms. 

Another example of cooperation to assist disaster areas is that of Small Busi 
ness Administration field offices bringing to the attention of simall firms item 
which the General Services Administration wishes to purchase from firms located 
in disaster areas. 

To make this assistance as effective as possible, SBA tield offices publicize 
throughout disaster areas the types of aid which military procurement offices ars 
prepared to offer for insuring that maximum aid be given interested tirms in 
flood disaster areas. This is followed promptly by surveys of interested smal! 
business firms within the areas to determine their productive potential and the 
items which they might supply to the Government. ‘The results of these surveys 
are then compiled as lists of firms showing names, uddresses and the items whic! 
they can furnish, and brought to the attention of contracting officers in main 
purchasing offices of the Government for use in considering set-asides of procure 
ments to the disaster areas. 


I’, Assistance to surplus labor areas 


Small Business Administration assistance to surplus labor areus is extended 
to small businesses through helping individual small firms in the areas. The 
SBA’s assistance to the individual small firms is of three types: Help in obtaining 
prime contracts and subcontracts, technical production, and financial assistance 
Those requests for assistance which are concerned chietly with area development 
problems, such as locating new industries for communities, are referred to the 
Department of Commerce's Office of Areas Development. 

The usual procedure is for the Agency representatives to be invited by com 
munity leaders and groups of small-business executives to discuss employment 
inereases which might result from the SBA’s programs of procurement assistance 
technical production assistance, new products, managerial and financial assist 
anee. The SBA’s programs of assistance outlined in group meetings and it 
consultation with individual small concerns as followup on the larger meeting 
At these meetings, Agency staff members explore with the firnmis possible ways 
to expand or diversify their production and thus absorb the area’s surplus labor 

Military supply contracts placed in surplus labor areas were much higher in 
fiscal 1955 than a year earlier. The increase was from $577 million to $1,466 
million. While the amount placed as a result of preferential treatment for 
these areas and industries has been small compared with the total, it increased 
to $48 million from a little more than $8 million. Preference in the placing of 
these contracts is in accordance with Defense Manpower Policy No. 4 issued by 
the Office of Defense Mobilization on November 4, 1953, to increase contracts 
and facilities in these areas. 


G. Procurement assistance counscling 


In its counseling program, the Small Business Administration helps small 
firms determine which items or services they can supply to the Government, and 
assists them in being included on the appropriate bidders’ lists. In addition, by 
agreement with the Defense Department, the agency may assist small business 
concerns in obtaining bid sets for any purchase which is suitable for supply by 
small business. 

Upon request, small firms can receive from the SBA notices of suitable bidding 
opportunities in both the prime and subcontract fields. Many agency field offices 
also obtain bid sets from purchasing offices in their areas and display them for 
informational purposes. The offices inform interested firms as to how the bid 
sets and the specifications and drawings relating to the purchases may be ob 
tained or where they are available for inspection. In this connection, each SBA 
field office maintains a set of Government packing and packaging specifications 
especially selected to fill the needs of small firms. These sets are available to 
small business owners for reference purposes. 
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To meet a widespread demand for information on how the manufacturer or 
jobber can sell to the Government, the SBA industrial specialists advise and 
counsel with small firms on how to use Government publications available in 
this connection. 

A number of such publications have been issued by SBA such as the United 
States Government Purchasing Directory, United States Government Specifica- 
tions Directory, and Pointers on Government Contracting. The Department of 
Commerce issues the Synopsis of United States Government Proposed Procure- 
ments, Sales and Contracts, a daily publication which small firms can obtain at 
the annual subscription price of $7. 

A few typical cases and comments by the agency’s field offices regarding the 
procurement assistance counseling program are given in exhibit O. 


H. Prime contract opportunities; a referral system 


An SBA service of much value to small firms is notification to them of pro- 
curement opportunities which are suitable to their facilities. In this program, 
the Small Business Administration field offices review bidding forms, drawings, 
and specifications received from purchasing offices to determine whether or not 
small firms in their areas can supply the items. Firms whose facilities records, 
on file with the SBA, indicate that they can furnish the items are notified of the 
bidding opportunities by use of a standardized Notice of a Government Pur- 
chase. Since this agency program gives them greater competition on their pur- 
chases, many Federal purchasing agencies are glad to cooperate by furnishing 
bid sets. 

The main objective of the prime contract referral program is to acquaint small 
firms with opportunities to bid on Government purchases until they have ob- 
tained listing on the appropriate bidders lists. Accordingly, at the time that it 
notifies a small firm of a contract opportunity, the SBA also urges it to request 
placement on the bidders’ list for the particular item or service. In addition, 
the agency includes with the notice a leaflet which outlines important points in 
selling to the Government. Referrals which pertain to a specific item to be 
purchased by a specific purchasing office are discontinued after the small firm 
has had ample time to be placed on that office’s bidders’ list. 

In the 18 months ending December 25, 1956, SBA field offices made more 
than 200,000 notifications of prime contract opportunities to qualified small con- 
cerns in their areas. Of these, about 50,000 notifications were made in the first 
6 months of this fiscal year. During the period July 1, 1954, through December 
1955, SBA regional offices reported that 5,171 contract awards totaling $402,- 
833,000 were made to firms which were notified of the bidding opportunities by 
the Small Business Administration. It is believed that this figure is much 
understated since the award information is difficult to obtain. 

Typical examples from SBA field offices concerning the prime contracting pro- 
gram are appended as exhibit P. 


I. Subcontracting opportunities; broadening the area of participation by small 
business 

In recent months the SBA has received fewer complaints from small firms 
about their inability to obtain subcontracts. This may be due to the rising 
volume of non-Government business and to the effect of the subcontracting 
programs of the SBA, the Defense Department, and other Federal agencies. 
When implemented, the new Department of Defense program, which provides 
for a system of obtaining statistics on the amount subcontracted by firms re- 
ceiving contracts in excess of $1 million should result in more complete in- 
formation regarding the amount of defense business subcontracted to small 
firms. 

The SBA aids small firms seeking subcontracts by referring them to prime 
eontractors or major subcontractors that need complementary facilities. 
Agency representatives develop subcontracting opportunities for small firms 
by calling on prime contractors, emphasizing to them the benefits of subcon- 
tracting, and determining which items they may wish to subcontract. An effec- 
tive subcontracting program is dependent upon such personal contacts with 
prime contractors in behalf of specific small firms and in regard to definite 
contracts. 

The SBA program ties in well with the Defense Department program whereby 
firms which receive prime contracts for more than $1 million are urged to desig- 
nate a small-business liaison officer and subcontract work to small firms. SBA 
field offices maintain close contact with these small-business liaison officers 
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to develop maximum subcontracting opportunities for firms registered with 
the agency. As an example, when a large aircraft manufacturer recently ob- 
tained a $100 million order for Navy jet planes, the firm was contacted imme- 
diately by an SBA representative, who was informed that the contract would 
double, perhaps quadruple, this company’s subcontracting needs. The SBA 
field office is cooperating closely with this company to provide every possible sub- 
contracting opportunity to small firms. 

Agency staff members made 1,432 contacts with prime contractors in the first 
6 months of this fiscal year. As a result of these contacts, the agency made 
1,702 referrals of subcontracting opportunities to small firms. 

Typical examples of subcontracting assistance are given in exhibit Q. 


J. Qualified products lists 


The Government buys most items on the bases of standard specifications which 
describe minimum quality or grade, size and weight, and other characteristics. 
Certain items purchased by the Government must pass special qualification 
tests before the procurement is completed. Items which pass the tests are 
listed in one of the qualified products lists which are used in Government pur 
chasing. 

To increase the participation by small business in procurements of qualified 
products by Government agencies, the SBA issued Management Aid No. 42, 
Getting Your Product on a Qualified Products List. This aid is available 
through all SBA field offices and explains the reasons for qualified products 
lists and the procedures by which manufacturers can qualify their products. 

Small firms interested in selling to the Government a product which must 
be qualified before a contract can be entered into with the Government should 
start early on the qualification tests which require time and money. The quali- 
fication tests are too complex to be accomplished between issuing of invitations 
for bids and making of awards. 

All SBA regional offices have been supplied up-to-date information to pass 
on to small firms needing assistance. On hand in each regional office business 
reference library are: 

Index of Federal specifications and standards issued by GSA is Fed- 
eral Supply Service, which includes a List of Federal Qualified Products; 

Index to qualified products lists issued by the Department of the Navy 
(NavSandA Publication 71). It includes the Department of Defense quali- 
filed products which are not listed in the references above. 


K. United States Government purchasing directory 


Of special importance to small-business concerns is the publication of a revised 
and expanded edition of the United States Government Purchasing Director 
(exhibit R). The new directory is a complete revision of the one first published 
by the SBA in March 1954, and will be revised from time to time in order to keep 
it current with procurement information. Copies are available to small firms 
from the Superintendent of Documents for 50 cents per copy. 

The purchasing directory tells who buys what and where in the Federal Gov- 
ernment by a listing of the items and classes of items purchased by the military 
and civilian agencies of the Government, and a complementary listing of the 
offices which do the buying. The directory also provides small firms with varied 
information on selling to the Government and obtaining subcontracts. It is 
especially useful to small firms in learning which offices buy items they can fur- 
nish, so they may obtain placement on the proper bidders lists. In the past 
it was difficult for a small firm to obtain much of this information, which while 
accessible, was not available in an organized type of directory. It is the policy 
of the SBA to make information on Government procurement easily available 
directly to potential bidders and to disseminate such information as widely as 
possible. The purchasing director has proven of useful value in this respect. 

Copies of the purchasing directory are available at all SBA field offices, mili- 
tary small-business specialists, and contracting officials of the Federal civilian 
agencies for their use in counseling small-business firms. 


L., Specifications assistance ; United States specifications directory 


A continuing problem of small concerns is difficulty in obtaining or reviewing 
copies of Federal and military specifications needed in bidding on Government 
purchases. The SBA maintains at its Washington and field offices a 4-volume 
reference set of the packaging and packing specifications most often required 
by small concerns in selling their products and services to the Government. 
These specifications are periodically reviewed by the agency to eliminate can- 
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celed or superseded specifications, and to insure the inclusion of new or revised 
specifications and amendments to existing ones. 

As an additional convenience to small concerns, SBA field offices maintain files 
of Government specifications compiled from expired bid sets, and makes these 
limited stocks available to small firms in need of them. 

The SBA also makes available to small firms the United States Government 
Specifications Directory, a guide to more than 500 places throughout the country 
where small-business owners may locate quickly Government specifications and 
indexes needed to prepare bids on Government purchases (exhibit S). The direc- 
tory discusses the purchasing specifications used by the Government; tells how 
businessmen may obtain copies of bid specifications indexes for continuing use ; 
and provides pointers on using them. 

In the period July 1, through December 31, 1955, the SBA received from the 
General Services Administration 132 proposed new or interim Federal specifica- 
tions. These were reviewed by the agency to make certain their provisions would 
not be restrictive to small concerns. The agency's analyses have resulted in a 
number of recommendations to the General Services Administration for deletion 
of possible restrictive or discriminatory provisions, 

The SBA also seeks revisions of existing specifications to make it possible for 
small manufacturers to have their products considered in Government purchas- 
ing. Toward this end, negotiations have been held during the past 6 months with 
the Quartermaster Corps, Air Force, Navy, Veterans’ Administration, Depart- 
ment of Justice and Post Office Department. 


M. Inventory of small plant facilities 


The SBA facilities inventory is a nationwide plan for registering the produc- 


tive facilities of small companies. Data on their industrial potential is supplied 
by small firms on a voluntary basis. 

The registration of small concerns is conducted according to a decentralized 
plan, with the agency’s regional and branch offices responsible for maintaining 
the inventory. The field offices work directly with small firms which ask to 
be placed on the inventory list. The companies are furnished a questionnaire 
on which they enter information pertaining to their machinery and equipment, 
capacity, number of employees, type of products, and other essential manufac- 
turing data. The data are then analyzed by the regional staff to determine the 
nature of the facility and its proper coding in the standard industrial classifi- 
cation. Uses of the facilities inventory include (1) assistance to the registered 
plants in obtaining prime and subcontracts, (2) furnishing of additional bidders 
to Government agencies, (3) locating specialized or scarce machine tools and 
equipment, and (4) for mobilization planning uses to have in readiness reliable 
operating data on small firms and an inventory which can be expanded rapidly 
if defense conditions warrant. 

As of February 1956, there were 30,784 small companies registered with the 
agency. Most of these were manufacturing plants. However, listings of dis- 
tributive and service firms are increasing, in recognition of the SBA’s broader 
responsibility to all small business. 


IV. OTHER PRODUCTION, PRODUCTS, AND MANAGERIAL ASSISTANCE ACTIVITIES 


The following discussion pertains to addiitonal facets of the SBA procure- 
ment and technical assistance program which are directed toward helping small 
firms to overcome the problems of keeping abreast of production and marketing 
techniques. Coupled with procurement assistance, these activities provide to 
individual small concerns a means whereby they can gain access to production 
research and development information, obtain current technical data on new or 
improved products and marketing, and improve their managerial abilities and 
related management practices of their small enterprises. Thus small business 
is strengthened in maintaining a strong, competitive position in our free eco- 
nomic system. 


A. Materials shortages 


Difficulties of small firms in obtaining a fair share of materials which are in 
critical supply increased during the past year and particularly in the past 6 
months, and the SBA received numerous requests for assistance in obtaining 
aluminum, nickel, steel shapes, iron and steel scrap, gypsum, cement, glass and 
other materials. Some of the small firms reported that it was virtually impos- 
sible to obtain needed materials unless they had historical purchasing patterns 
with the suppliers. Newly established small firms found it extremely difficult 
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to obtain materials which were in scarce supply and were being allotted to 
old customers. This problem of materials supply, retlects, of course, the high 
level of economic growth and business which creates the unbalance of supply 
to demand. 

Work stoppages at both overseas sources and domestic plants seriously af 
fected the suppty of refined copper during 1955, and until November total cumu- 
lative consumption failed to equal that of 1954. When viewed in the light of 
the year’s increase in industrial activity over that of 1054, the seriousness of 
the problem facing small concerns is apparent. Had it not been for frequent 
diversions of copper from stockpile shipments, the condition of some small 
tirms would have become critical. However, the anticipated domestic produc 
tion of refined Copper is expected to be increased at mid-year by 7,000 tons per 
month from new facilities now under construction. 

Another problem with which the SBA has been concerned is the shortage in 
the supply of nickel. Although the Government has diverted to industry a num- 
ber of shipments of nickel scheduled for the stockpile, the method of distribu 
tion has not proved satisfactory for small firms. Many concerns are remelt or 
secondary-ingot producers, and supplying such firms with primary nickel has 
not been encouraged on the basis that only specific industries would benefit by 
the nickel used to upgrade scrap for remelt purposes. The nickel-producing 
industry has also distributed the metal by allotment according to the historical 
use pattern of its customers, with obvious adverse effects on new small-business 
enterprises which lack an historical experience. 

On September 23, 1955, Senator John Sparkman, chairman of the Senate Small 
Business Committee, called attention to the increasing number of complaints 
from small-business concerns which find it impossible to purchase adequate 
supplies of steel, copper, nickel, aluminum, and other metals. Senator Spark- 
man said, “Small-business men, it seems are generally dissatisfied with the prac- 
tice whereby basic producers distribute metals on an ‘historical basis.’” In 
replying to Senator Sparkman on October 13, 1955, the Small Business Admin- 
istration stated that for years the large corporations have solicited business from 
small concerns during periods of low or moderate production, only to ignore them 
during periods of high productivity in favor of large-tonnage customers. We 
went on to say that we do not favor economic controls in peacetime. but “basic 
industries such as steel, copper, nickel, and aluminum might better fill the 
needs of new enterprises if they were to enter into voluntary programs to issue 
equitable supplies to new members of each industry, both large and small.” 

Throughout 1955, continuing efforts were required to assist small-business 
concerns to obtain supplies of aluminum. Agency staff members, acting on 
behalf of individual small enterprises, made numerous contacts with the Office 
of Defense Mobilization, General Services Administration, Business and Defense 
Services Administration of the Department of Commerce, and industrial sup- 
pliers. 

Typical examples of requests to SBA for materials assistance and action 
taken are appended as exhibit T. 


B. Equipment shortages 


The production of machine tools during the last 6 months has, in general, 
been adequate to meet the needs of small firms, although the SBA has been 
asked frequently to locate commercial sources of used equipment, or surplus 
Government-owned equipment. 

The Office of Defense Mobilization asks Small Business Administration review 
of each request from the Department of Defense for approval to lease Govern- 
ment-owned machine tools for ngndefense purposes. The purpose of the Agency's 
review is to see that such leases do not adversely affect the competitive position 
of small concerns. When it appears that a proposed lease might have this 
effect, the Agency makes appropriate recommendations to the Office of Defense 
Mobilization. 

At the request of the Office of Defense Mobilization, the Small Business Ad- 
ministration participated in the Interagency Committee to establish a program 
for making Government-owned machine tools available to plants whose machinery 
was damaged or destroyed in the floods of August 1955. 

(. Tax amortization program 

The Agency performs two principal functions in assisting small firms regard 
ing tax amortization. At the request of the Office of Defense Mobilization and 
the delegate agencies, the SBA field offices obtain additional information about 
small business applications, when these lack certain essential data. In other 
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cases, the Agency is asked by a small firm to check on the status of its applica- 
tion and advise it of any adverse developments or other circumstances of which 
it should be informed. Both operations require continuing close liaison with 
the Office of Defense Mobilization and the delegate agencies. 

The main purpose of the amortization program is to expand private industry’s 
productive capacity to meet mobilization goals. Unlike the situation during 
World War II, Government ownership of defense facilities is being held to a 
minimum. To a great extent the increase in defense proluctivity is being ac- 
complished through the accelerated tax amortization program. 

The percentage authorized for actual amortization depends among other fac- 
tors, on the type of facility, the amount of expansion required to meet military 
needs, the probable usefulness of the plan for other than defense purposes, and 
the degree of financial aid necessary as an incentive to encourage the expansion. 


Tax amortization program as of Dec. 28, 1955 





Total | Amount 





Total number of certificates of necessity issued by ODM since October 1950_- ' 20, 479 | $33, 009, 425, 000 
Number issued to small business concerns  eatell 11, 461 3, 698, 933, 128 
Certificates of necessity issued by ODM to small business concerns from 

a a IN WOO Wg Ohhh oe dL hc Lis nso ce ouweces 1, 024 636, 671, 508 
Certificates of necessity issued ‘to small business concerns in which SBA 

participated from Aug. 1, 1953, through Dec, 31, 1955.............-.-.------ 99 9, 426, 463 


D. Production pools 


The Small Business Administration gives advice and assistance in the forma- 
tion of small business production pools, and formally approves their proposed 
operations in accordance with section 217 of the Small Business Act of 1953, 
as amended. This approval is subject to the concurrence of the Attorney General 
and the Chairman of the Federal Trade Commission. 

Production pools cousist primarily of groups of small concerns voluntarily 
associated together to obtain and perform jointly contracts for the production 
of articles, equipment, supplies, and materials, or for the furnishing of services, 
needed for the defense effort. The firms have a mutual agreement as to their 
organization, relationship and procedure. 

Interest in the formation of production pools has increased during the first 
quarter of 1956 as evidenced by the formation of the Huntington Production 
Pool, Huntington, W. Va., and the America Scientific Technical Research Organi- 
zation, Inc. (ASTRO, Inc.), of Detroit Mich. The Huntington Production Pool 
was organized in record time, and has been actively supported by the Department 
of the Navy. 

Twenty of the previously approved pools have been disbanded. This reduces 
the total number of approved pools to 6, with 47 member companies and approxi- 
mately 2,805 employees (exhibit U). During the first quarter of 1956, 25 inquiries 
regarding the formation of production pools were reported by SBA regional 
offices. However, the Washington office received a number of direct inquiries 
also. 

Contracts awarded to all pools approved by the agency now total 235 amount- 
ing to approximately $3,175,000. The pools also have reported receipt of 51 
subcontracts totaling $2,817,042. 


E. Products assistance program 


While the SBA has been unable to conduct an ‘organized survey to determine 
the economic climate in which small concerns must operate, information obtained 
from various sources indicate they are faced with problems concerning product, 
process, and market development from time to time. This information is based 
upon the hundreds of letters received by the agency requesting this type of 
assistance, reports from its field offices and advisory boards, interviews with 
small-business owners or their representative at industrial shows and new 
product exhibits, and in the Washington and field offices. Specifically, many 
problems of small concerns arise from the following: 

1. Reduction in consumer demands due to obsolescense of their product 
with the attendant reduction in sales volume ; 

2. Lack of adequate research facilities which will enable them to remain 
up to date on production and marketing techniques ; 
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3. Lack of needed technical information and data available in Govern- 
ment, industry, and educational institutions ; 

4. Lack of information on available products and processes needed to 
maintain, diversify, or expand their operations. 

The Agency’s products assistance program established in 14, is specifically 
designed to help individual small concerns overcome these difficulties by assist 
ing them in gaining access to technical information and data on product, process, 
and market development, or information needed in the solution of day to day 
operating problems and in planning production and marketing programs. It 
also provides a clearinghouse for information on products and processes avail 
able for manufacturing and distributing. 

The SBA does not maintain laboratory or large staff facilities for the further 
ance of research on product development, nor does it perform marketing research 
services. By establishing working relations with and soliciting the cooperation 
of industry, Government agencies, and departments, research organizations, 
trade associations, and educational institutions, the product and marketing 
problems when presented to the Agency for assistance are analyzed and the 
know-how and expert counsel of cooperating sources are drawn upon for a 
recommended solution. Appropriate recommendations are prepared by the SBA 
and placed in the hands of the small business concern making the inquiry. Full 
credit is given to the various sources from which the basis of the recommenda 
tions is derived. Up to the first of this year, more than 6,500 individuals and 
small concerns were provided with technical information and product and process 
development data pursuant to their requests for assistance. 

The clearinghouse feature of the program is conducted by means of a products 
list circular (exhibit V). It is issued monthly and lists abstracts of new and 
improved products and processes which have been made available for produc 
tion and commercial distribution by inventors, patent attorneys, private firms, 
Government agencies, and research and product development organizations. Ap 
proximately 10,000 individuals and small concerns are now receiving the products 
list circular regularly. In the last 6 months of 1955, more than 450 inventions 
were listed in the Agency’s products list circular, resulting in nearly a thousand 
requests from small concerns for further information on their availability. Com 
mencing with November 1, 1955, up to March 1, 1956 (detailed statistical infor 
mation available in this respect only for this period), 291 inventions were listed 
resulting in 832 inquiries from interested small concerns. 

In addtion, information about more than 10,000 patents released by the Ameri 
can Telephone & Telegraph Co. and the International Business Machines Corp 
for license manufacturing on a no-cost basis has been developed and is now 
available in the SBA field offices. 

The Agency has also published recently three up-to-date booklets titled Develop- 
ing and Selling New Products, New Product Introduction for Small Business 
Owners, and Technology and New Products, designed to cover a wide range of 
the management and production problems encountered in the secondary stages 
of product, process, and market development. 

This assistance program is conducted by the Agency’s field offices. By de 
centralizing the program operations to the field offices, small firms are provided 
a clearinghouse for needed information and a one-stop service center in the 
immediate vicinity of their business facilities. 

F. Managerial assistance program 

Managerial assistance is inherent in the various SBA activities relating to 
procurement, production, and products assistance; problems in these areas 
naturally involve the application of appropriate managerial techniques. 

Four series of management publications are currently issued covering problems 
preplexing the owners of small firms. Three are distributed free upon individual 
request and the fourth is sold at nominal prices by the Government Printing Office. 
An increasing number of the publications is used in the SBA administrative man- 
agement courses offered by educational institutions to proprietors of small 
businesses. 

Management aids for small manufacturers.—To date 72 of these 4-page, free 
leaflets have been issued. More recent aids include Using Your Banker's Ad- 
visory Services, Developing Sound Production Standards, How the Securities Act 
of 1933 Affects Small Business, and Appeal Procedure for Income Tax Cases. 
Total distribution of the management aids is now 1,644,000 copies. 

Technical Aids for Small Manufacturers —Today technological changes affect 
many production aspects of the smallest manufacturing plant or shop. These 
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changes involve production processes, materials, machinery, and equipment, and 
maintenance. To date, 41 technical aids have been published. More recent 
aids include Reinforced Plastics, Preventive Maintenance for the Small Plant, 
and Reducing Costs with Jigs, Fixtures, and Cages. The number of copies of 
technical aids distributed now totals 497,000. 

Small marketers aids —The newest series of free aids are prepared for'the use 
of the smaller retailer, wholesaler, and service operator. Their management 
problems are analyzed and proved solutions to actual problems are briefly pre- 
sented. Typical of these leaflets are Records Management in Small Stores, 
Effective Advertising for Small Retailers, and Basic Stock Control for Small 
Stores. Almost 150,000 copies have been distributed. 

Small-business management series —When a management subject cannot be 
adequately covered in a short leaflet, the SBA has a leading authority in the 
field prepare a manuscript on the subject. These booklets are sold at nominal 
prices by the Government Printing Office, and widespread aceeptance of them is 
indicated by sale of more than 380,000 copies of the 17 booklets issued thus far. 
Among the best sellers are Cost Accounting for Small Manufacturers, Cutting 
Office Costs in Small Plants, Human Relations in Small Industry, and A Hand- 
book of Small Business Finance. 

All of these publications are prepared with the greatest care to cover the more 
important management problems in a practical manner. Subjects are selected 
with the aid of advisory committees of businessmen, written by experts in their 
respective fields, and all manuscripts are reviewed by equally outstanding ex- 
perts. The wide acceptance of the management publications justifies the care 
taken in their preparation. A table showing the distribution and sale of SBA 
publications and a listing of publications issued in the above described series 
is appended as exhibit W. 

Another aspect of managerial assistance is the administrative management 
courses. In cooperation with universities and other educational groups through- 
out the Nation, the SBA is cosponsoring short courses in administrative man- 
agement for small business owners and managers. The courses are designed to 
help the small business operator improve his knowledge of business administra- 
tion and are concerned with management policy having to do with organizing, 
staffing, planning, directing, and controlling. During this fiscal year, to date, 
88 such courses have been conducted by 53 educational institutions. Approxi- 
mately 2,200 businessmen have attended these courses. 

The educational institutions assume educational and financial responsibility 
for all of the courses, and the SBA lends assistance in the role of cosponsor. 
Most of the classes meet one evening per week for a period of 8 to 10 weeks. 
Typically, each session runs from 2 to 3 hours. Costs are defrayed by tuition 
fees paid by the businessmen who take the courses. 

Evaluations from more than 900 businessmen who have attended these 
courses have been analyzed. These evaluations were unsigned and made by 
the businessmen after they had completed a course. Nearly all made favorable 
comments. Of those who rated the courses as a whole, 86 percent stated they 
were good to excellent, while 14 percent considered them fair. Only 3 persons 
rated them as poor. More than 95 percent of the students asked said that 
the problems discussed were important or vital to the operation of their 
»usinesses, 

Exhibit X is a listing of cosponsored courses on administrative management 
courses for 1955-56. 


Vv. AUTHORIZATION TO TAKE PRIME CONTRACTS 


The Small Business Administration is empowered to enter into contracts with 
any department or agency of the United States Government to furnish supplies 
and services; likewise to arrange for the performance of such contracts through 
subcontracting into small business concerns or others, as may be necessary to 
enable the SBA to perform such contracts. 

This authority, enacted into law during a period of national emergency and 
reenacted in the passage of the Small Business Act of 1955 by the 84th Congress 
(Public Law 163, 83d Cong., as amended), apparently was deemed by Congress 
to be a useful tool for times of national emergency. Congress has continued 
to retain the legislative authority in the Small Business Act of 1953, as amended, 
apparently in anticipation that a period of national emergency could require 
that the authority be reactivated. 

The SBA is of the opinion that the present SBA authority to take prime con- 
tracts, stemming from the amendment to the Defense Production Act of 1950, 
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should be held on a standby basis to be wsed in emergency. This view coincides 
with the legislative history for this authority. 

The report of the Select Committee on Smal! Business, House of Representa 
tives, Ist session of the S2d Congress, in speaking of the authority granted 
the Small Defense Plants Administration, had this to say: “If all else fails, the 
Administration may act as a prime contractor itself. It is empowered to enter 
into contracts with other agencies of the Government having precurement 
authority and to circulate these contracts to small business firms. * * * It 
is not expected that this power will be used extensively. It should, in fact, b« 
employed only as a last resort.” 


VI. SMALL BUSINESS ADMINISTRATION LIAISON OFFICER WITH DEPARTMENT OF 
DEFEN SF 


A Small Business Administration liaison officer is assigned to the Department 
of Defense to help achieve greater coordination of the two agencies’ smal! busi 
ness programs. The SBA representative participates in conferences and in the 
preparation of directives relating to small business policies of the Defense 
Department and the three military services. Defense officials have given this 
liaison officer excellent cooperation and his participation at the Defense De 
partment’s policy level has resulted in a number of changes beneficial to small 
business. An example of this is the recent strengthening of the agencies’ joint 
determination program. 


VII. SMALL BUSINESS DEFINITION FOR PROCUREMENT 


The problem of defining small business for Government procurement purposes 
is one which has been of great concern and one that has received intensive stud) 
and analysis by the Administrator as well as his staff. SBA has realized that 
the figure of 500 employees, which has for many years constituted the dividing 
lime between small and large business, is arbitrary and inequitable. We als« 
have realized that the Congress long has been dissatisfied with this definition 
Likewise, we are aware that our act authorizes the SBA to adopt and publis! 
size standards which shall be mandatory on all Government procuring agencies 
We have recognized “* * * the duties of the Administrator (SBA) to consult 
and cooperate with governmental departments and agencies in the issuance of 
all orders or in the formulation of policy or policies in any way affecting sma! 
business concerns” (sec. 211 of the Small Business Act of 1953, as amended) 

Therefore an interagency task force composed of representatives of those de 
partments having procurement responsibilities, as well as those having a col 
lateral interest was established by the Administrator. This task force has bee! 
accorded full and complete opportunity to present its comments and recommenda 
tions, all of which have been considered carefully by him. It has been impossibl 
to obtain unanimous agreement by this group. 

After considering all factors involved the Small Business Administration ap 
proved a definition which is believed to be equitable and sufficiently flexible to 
meet most of the objections to the former “500 rule’ for procurement-assistanee 
programs. Briefly, this new definition will permit firms employing over 500 
people to be considered small business for procurement purposes, under certain 
conditions. It will likewise permit us to declare certain firms to be big business 
who employ fewer than 500 people. Flexibility in the field of operations is pr: 
vided through SBA’s issuance of certificates. Instead of requiring each sma 
firm to apply for certification a small firm may self-certify their eligibility unde 
this definition, when submitting a proposal or bid. Not only will this procedure 
relieve the SBA of a substantial administrative burden, but it also eliminates the 
inevitable delay of issuing certificates. 

Obviously there are many unforeseeable problems. These we will meet as 
they arise. Amendments to this definition will be made as they may be necessar: 
This is the first action ever taken to change the 500 rule. While it is probably 
not the final solution to a problem which has plagued Government procurement 
agencies for many years as well as small-business agencies, it is the feeling 
the SBA that it is a definite step in the right direction. 


VIII. COMMENTS RELATIVE TO ODM REPORT ON DEFENSE PROCUREMENT AND SMALI 
BUSINESS 


The recommendations contained in this report are objective and it is the inten 
tion of SBA to insure that appropriate action is taken to comply with each of 
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them. Our specific comments on recommendations 10 and 11 of this report are: 

Recommendation No. 10 suggests “that the Small Business Administrator cre- 
ate a permanent interagency task force for the purpose of exchanging views. 
Regularly scheduled meetings should be held on the effectiveness of the existing 
small-business programs and on ways to meet new problems as they arise.” We 
have taken the initial step necessary to comply with this recommendation by 
asking each of the interested Government departments to designate a repre- 
sentative to serve on this task force. 

Recommendation No. 11 states that “representatives of the Small Business 
Administration should serve as members of a Department of Defense board to 
review items on the preferential planning list to determine which items can or 
cannot be produced by small business.” This recommendation is currently the 
subject of discussion with the Department of Defense. I am sure that satisfac- 
tory arrangements will be made for appropriate review of these items by SBA. 


Exurpit A 


Procurement and technical assistance activities (for the period Aug. 1, 1953, 
through February 1956, unless otherwise indicated) 





| Aug. 1, 1953- | Fiscal year 1956 
| Feb, 29, 1956 through 
i February 1956 








Procurements set aside for small business. - 


1 
ws i altho et &, 634 3, 089 
as ae SP SALTON, rene -----------| $875, 158,978 | $260,044, 030 
ee ere ce » Sit Uy ahah <del al ana ave wace 6, 168 | 2, 659 
ee RSdee ect Adasen dehelnahesrewcsewecceculed 1 $493, 873, 449 | 2 $198, 407, 058 
Prime contract referrals... eS Pe et epee | kidman 317, 670 62, 801 
Cenguets resulting from a | 3 5, 680 | 2, 545 
Value. ___.- cee cp aie .----| 3 $444, 788, 000 | $193, 855, 000 
Contracts to develop subcontracting opportunities. pebAt choas siwalece 7, 157 | 2,045 
Subcontracting referrals S tccohaetiieetn ae 22, 169 | 2, 237 
Cases of procurement-assistance counseling and Fepresentation to pro- | 
curement agencies in behalf of small firms____........._-- eee Peet's 3 47, 846 14, 166 
Firms assisted to bid on specific procurements. 9, 453 | 3, 848 
Additional sources of supply furnished for bidders lists on which small- | | 
SanINR NE SUID UROTININ: WOR TORO nn eee en eenee | 37,309 | 2, 677 
Certificates of competency: 
Applications received..........-....-...---------- BiB pa 325 | o4 
Value____- je hindantbdebngtbehat danas obit debad ace rcth $62, 923, 230 $18, 351, 7 
Nee Tn cieebeiere ‘ | 155 | 
We gk nesein pes hints peeks ape hessehes $19, 852, 726 | $7, 156, 6568 
Plants visited in connection with ‘production progress of certified | 
I. sic scchdh ok oo nc be ide dee td ened: won nnee enna eee 2, 481 | 460 
Engineering surveys (loans, certificates, preaward, etc. 1868. laden -| 2, 652 | 1, 146 
Cases in which production and management assist: ance was giv en. sahtawte 17, 996 | 4, 723 
Cases in which assistance was _ in ENS materials and equip- | 
stink occas athens Seige He higiaieie eb eb Ocek <qepargeseet 2, 661 | 821 
Publications distributed: ¢ | 
III SRI oe oo a cas adeew nines ~--] 1, 555, 000 | __ 
ee YO TEER IPE SIT Si lilac abil einai Sid 480,000 |_- 
Small Marketers Aids. ____- Sigal Saintancede nia Greene 142,000 |... 2- 22. 
Small Business Management Series: | 
MRS Sin neta bn iene siancteenies ihe cuees ake ; -| 356, 500 | ...--- 
Free distribution. __- PS IE pa eidn ha kineles wb babieal 36, 500 
Management Aids Annual No. 1: | 
oo leet aaa talent uct tedae a a aon aa: ORI TM pe | OR ees cscs 
Free distribution_________- BEAN Sete dat ae de seul 850 5 
Purchasing Directory: 
a Ne ad chien be a a eee ae I ri cee ine tek sicneesio tis wit 
Free distribution __ pe eke ides ie arate ate sak een wanted : WE Be ae 
Specifications Directory: | 
NB Shia diced cd da bibs biewssendbs ist subtbiniesencds 5 pcan taal | OO hdd ac 
Free distribution. _ _- cicendl aida seacaeea mal BO Dee i 
Requests for products assist: ance handled $8... ----__ ea eeu 4 
Inventions listed in products-list circular ®._. _- dui MBRAii.. i. 
Requests received for information and data on inventions listed_....._ _- 493 | _- 


! These awards resulted in 9,757 contracts to small firms. 
2 These awards resulted in 4,766 contracts to small firms. 
3 Covers only period July 1, ‘1954, through February 1956. 
¢ Through Dec. 31, 1955. 





5 Beginning of program, February 1954 through Dec. 31, 1955. 
§ May, September- ~December 1955. 
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ExuHrsir B 


Contract awards under joint determination program, by States, cumulative 


through Feb. 25, 1956 








State Number of! Amount of State Number of 
| contracts | awards contracts 
bias tektadans 9,757 | $493, 873,449 || Montana j t 
——_ — - | ——_—_-- | Nebraska... 37 
ee 53 | 3, 319, 799 || Nevada 
tl cael 5 | 38,616 | New Hampshire 32 
Arkansas: _.........- Soul 35 | 4, 531,925 || New Jersey 738 
i Aa 1, 37 47, 770, 988 || New Mexico 
CeRiaiistccacives 55 | 1, 108,455 || New York 2, 071 
Connecticut......... i 17% 13, 626, 960 ||} North Carolina 79 
Delaware ies el 25 | 1, 060, 129 North Dakota 
District of Columbia. - -| 93 | 3, 888,719 || Ohio 523 
Pets teneosnan al 57 | 2, 926, 453 || Oklahoma 38 
ee cateceeneul 165 | 7, 581, 332 |! Oregon 70 
Idaho. -...- fp akin 21 | 439, 367 || Pennsylvania 746 
OND iste pllchindinkale 580 | 32, 460,009 | Rhode Island 52 
TIMES a dicietnanion Gaia 122 | 12, 708, 644 || South Carolina 19 
ita 56 | 4, 800, 392 || South Dakota l 
J See cok 42 | 1, 764, 146 || Tennessee 91 
Se 38 1, 268,658 || Texas_. 156 
SA cnicctescened | 51 | 1,511,040 | Utah 43 
a ti naan 38 2, 612,103 || Vermont 7 
RINE, og case caen 244 | 11, 989,079 || Virginia 137 
Massachusetts_---.- as 518 23, 297,947 || Washington 148 
Michigan__._--_. : 477 | 10, 393, 199 West Virginia 3u 
Minnesota.........- ‘j 122 6, 108, 563 || Wisconsin 155 | 
il = 25 | 1, 797,459 | Wyoming 1 
Missouri... ..-- ‘ 205 


9, 468, 585 | Puerto Rico b ‘ 3 


Exuisit C 


Joint determinations—Comparison of first and second half of fiscal 
1955, and 1956 


| July through | 





January | July through January 
| December | through | December through 
1953 ! June 1954 | 1954 June 1955 
eee ar eer ate at 
Initiated by SBA-.--_- 733 | 1, 279 | 1, 532 2, 498 
$179, 680,926 | $192,953, 518 | $199, 339,330 | $250, 381, 619 
DR iincintnttiwds ants — 562 | 1, 105 | 1, 483 2, 441 
| $129, 326,007 | $118, 274, 535 | $172, 566,059 | $214, 044, 530 
Procurements awarded -__---..___| 256 730 | 854 1, 809 


$80, 605, 419 | $90, 305,917 | $71,120,245 | $122, 656, 485 


' Includes 1 month of operation under the Small Defense Plants Administration. 


Amount of 
awards 


227, 505 
1, 287, 2 


1, G86, 130 
43, 106, 317 





6, 567, 018 
a 


aS 
—->P 


years 1954, 


July through 
December 
1955 


2, 276 
$213, 619, 404 
2,171 

2 $192, 813, 867 
2, 028 

43, 050 


2? The amount restricted to small business in the past 6 months would have been more than $20 million 
greater had it not been for set-asides in disaster areas which took priority over small business set-asides. 


ExHIsIT D 


INSTALLATIONS Now CoverRED sy SBA PROCUREMENT CENTER REPRESENTATIVES 


Air Force: 
Rome Air Force Depot, Rome, N. Y. 
*Topeka Air Force Depot, Topeka, Kans. 
*Robins Air Force Depot, Warner Robins, Ga. 
Wright-Patterson Air Force Base, Dayton, Ohio 
*Gentile Air Force Station, Dayton, Ohio 


*Wilkins Air Force, Station, Shelby Air Force Depot, Shelby, Ohio. 


*Gadsden Air Force Depot, Gadsden, Ala. 

*Memphis Air Force Depot, Memphis, Tenn. 

*San Antonio Air Materiel Area, San Antonio, Tex. 
*Oklahoma City Air Materiel Command, Oklahoma City, Okla. 
*England Air Force Base, Alexandria, La. 

*Blytheville Air Force Base, Blytheville, Ark. 

*Ellington Air Force Base, Houston, Tex. 
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Army: 


Navy 


Joint agency: 
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*Chicago Chemical Procurement District, Chicago, Ill. 
Chicago Procurement Office, Corps of Engineers, Chicago, Il. 
Ordnance Ammunition Command, Joliet, I. 

*Joliet Arsenal, Joliet, Ill. 

Ordnance Tank Automotive Command, Detroit, Mich. 

*Redstone Arsenal, Huntsville, Ala. 

*Springfield Armory, Springfield, Mass. 

*Watertown Arsenal, Watertown, Mass. 

*Rock Island Arsenal, Rock Island, Ill. 

*Columbus Quartermaster Depot, Columbus, Ohio 
Headquarters, Quartermaster Market Center System, Chicago, Ill. 

*New York Quartermaster Market Center, New York, N. Y. 

*Philadelphia Quartermaster Depot, Philadelphia, Pa. 

Office of the Quartermaster General, Washington, D. C. 
Signal Corps Procurement Agency, Philadelphia, Pa. 
Signal Corps Supply Agency, Chicago, Ill. 

*Ordnance Weapons Command, Rock Island, Il. 

*Quartermaster Research and Development Command, Natick, Mass. 
*Fort Hood, Killeen, Tex. 

*Red River Arsenal, Texarkana, Tex. 

*Raritan Arsenal, Metuchen, N. J. 

*Camp McCoy, Wis. 

*Memphis General Depot, Memphis, Tenn. 


Aviation Supply Office, Philadelphia, Pa. 

General Stores Supply Office, Philadelphia, Pa. 
Bureau of Aeronautics, Washington, D. C. 

Navy Purchasing Office, Washington, D. C. 
Bureau of Ordnance, Washington, D. C. 

Bureau of Ships, Washington, D. C. 

Blectronic Supply Office, Great Lakes, I1l. 

Great Lakes Naval Supply Depot, Great Lakes, Il. 
Navy Purchasing Office, New York, N. Y. 

United States Marine Corps, Washington, D. C. 
*Naval Shipyard, Portsmouth, N. H. 

*Navy Purchasing Office, Los Angeles, Calif. 
*Yards and Docks Supply Office, Port Hueneme, Calif. 
*Navy Purchasing Office, San Francisco, Calif. 
*United States Naval Air Station, Memphis, Tenn. 
*Naval Air Station, Pensacola, Fla. 

*Naval Air Station, Jacksonville, Fla. 





*Armed Services Medical Procurement Agency, New York, N. Y. 


Civilian agencies: 


General Services Administration : 
*New York, N. Y. 
*Washington, D. C. 
*Veterans’ Administration, Washington, D. C. 
*Department of Agriculture, Washington, D. C. 


Total number of installations, 58; covered part time, 39; covered full time, 19. 


INSTALLATIONS Nor PRESENTLY COVERED BY SBA PROCUREMENT REPRESENTATIVES 


Army: 


St. Louis Engineers 

Army Transportation Corps, St. Louis 
San Francisco Ordnance District 

Los Angeles Ordnance District 
Boston Ordnance District 

New York Ordnance District 
Philadelphia Ordnance District 

Fort Worth General Depot 

Fort Hood, Killeen, Texas 

Frankford Arsenal, Philadelphia, Pa. 


*Part-time coverage. 
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Army—Continued 
Chicago Ordnance District 
Cleveland Ordnance District 
St. Louis Ordnance District 
Detroit Ordnance District 
Navy: 
Ships’ Parts Control Center, Mechanicsburg, Pa 
Naval Air Materiel Center, Philadelphia 
Navy Shipyard, Philadelphia 
Submarine Supply Office, Philadelphia 
Navy Supply Depot, Norfolk 
Naval Ordnance Depot, Crane, Ind. 
Marine Corps Clothing Depot, Philadelphia 
Air Force: 
Connelly Air Force Base, Waco, Tex. 
Carswell Air Force Base, Fort Worth, Tex. 
Mobile Air Materiel Area, Mobile, Ala. 
Langley Air Force Base, Hampton, Va. 
Edwards Air Force Base, Edwards, Calif. 
San Bernardino Air Materiel Area, San Bernardino, Calif. 
Joint agency : Armed Service Petroleum Purchasing Agency, Washington, D. C 
Civilian agencies : 
General Service Administration, Chicago, Il. 
Post Office Department, Washington, D. C. 
(Major purchasing offices of Agriculture and Interior, for which tentative 
agreements to cover have been reached.) 
Department of Agriculture: 
Forest Service: 
Missoula, Mont, 
Denver, Colo. 
Albuquerque, N. Mex. 
San Francisco, Calif. 
Portland, Oreg. 
Atlanta, Ga. 
Philadelphia, Pa. 
Ogden, Utah. 
Milwaukee, Wisc. 


Agricultural Research Service: 
San Francisco, Caiif. 
Philadelphia, Pa. 
New Orleans, La. 
Minneapolis, Minn. 
Agricultural Marketing Service: 
San Francisco, Calif, 
Chicago, Tl. 
Commodity Stabilization Service: Denver, Colo. 
Farmers’ Home Administration: St. Louis, Mo. 


Department of the Interior: 
Bureau of Reclamation: 
Billings, Mont. 
Boise, Idaho. 
Denver, Colo. 
Phoenix, Ariz. 
Salt Lake City, Utah 
Bureau of Indian Affairs: 
Albuquerque, N. Mex. 
Anadarko, Okla. 
Billings, Mont. 
Gallup, N. Mex. 
Muskogee, Okla. 
Phoenix, Ariz. 
Portland, Oreg. 
Geological Survey: 
Denver, Colo. 
Washington, D. C. 
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Department of the Interior—Continued 


Bureau of Mines: 

Amarillo, Tex. 
Pittsburgh, Pa. 

Fish and Wildlife Service: 
Albuquerque, N. Mex. 
Portland, Oreg. 
Minneapolis, Minn. 

Bureau of Land Management : 
Denver, Colo. 
Washington, D. C. 
Portland, Oreg. 

Salt Lake City, Utah 

National Park Service: 
Yellowstone Park, Wyo. 
Washington, D. C. 
Omaha, Nebr. 
Philadelphia, Pa. 


Bonneville Power Administration :—Portland, Oreg. 


ExuHsit E 


COMPARATIVE SUMMARY OF MarcH 10, 1954, AND NOvEMBER 14, 1955, Revisep 
DEPARTMENT OF DEFENSE INSTRUCTION 4100.9 


INSTRUCTION 4100.9 DATED MARCH 10, 
1954 


1. Sereening of procurements limited 
to those amounting to $10,000 and over. 


2. Contracting officer permitted to 
make 100 percent set-aside when he was 
assured adequate competition and pro- 
curement met criteria of being in inter- 
est of mobilizing Nation’s full produc- 
tive capacity, of war or defense. 


3. Permits partial joint determina- 
tions on procurements meeting estab- 
lished criteria. 


4. Makes no mention of appropriate 
operating facilities for SBA represen- 
tatives. 


5. Prevents screening of emergency 
procurements, research and develop- 
ment procurements and classified pro- 
curements. 

6. Permissive authority granted mili- 
tary services to furnish SBA with pro- 
curement information on purchases 
covered by joint determinations. 





REVISED INSTRUCTION 4100.9 DATED NO- | 


VEMBER 14, 1955 


The mandatory base for screening 
involves procurements amounting to 
$10,000 and over with permission 
granted to screen less than this amount 
when considered practical. 

Contracting officer directed to make 
100 percent and “shall” set aside when 
it has been determined to be in interest 
of maintaining or mobilizing full pro- 
ductive capacity, of war or defense; 
no mention made regarding competi- 
tion. 

Directs partial set-asides when 100 
percent cannot be set aside under item 
2 above, when quantities can be di- 
vided into two or more economical pro- 
duction runs and two or more small 
business sources are known or believed 
to have technical competence or pro- 
ductive capacity to supply that portion 
being set aside. Contracting officer 
also directed to make maximum use of 
small business capacity in establishing 
that portion to be set aside. 

Specifies that appropriate desk space 
and telephone facilities shall be pro- 
vided by the procurement installation 
for the SBA representative, whether 
full or part time. 

Permits screening of all procurements 
without exception. 


Directs that information required by 
SBA for referral program shall be made 
available to SBA on request without 
limitations or exceptions. 
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7. New item in revised instruction. New : All three military services are 
directed to utilize the extent of their 
authority in making unilateral set 
asides at procurement centers not hav 
ing SBA representation. 

8. Procedures were established for On procurements of $10,000 or over, 

processing certificates of competency the military services will notify SBA 


regardless of value. prior to disqualifying any small-busi 
ness concern because of capacity or 
credit. 


Procurements $1,000 or $10,000; op- 
tional for the military services to noti- 
fy SBA prior to disqualifying a small 
business on capacity or credit 

Procurements less than $1,000, SBA 
not notified. 

On any procurement regardless of 
size, where contractor requests certifi 
cate of competency from SBA, request 
will be processed and granted if stand 
ards and criteria are met. 


No. 4100.9 
November 14, 1955 


DEPARTMENT OF DEFENSE INSTRUCTION 


Subject: Cooperation with the Small Business Administration. 
References : 
(a) Instruction 4100.9, relations with the Small Business Administration, 
March 10, 1954. 
(b) Directive 4100.10, revised Department of Defense small-business policy, 
December 16, 1954. 


I, PURPOSE 


The purpose of this instruction is to establish a fully integrated and coopera- 
tive program of joint activities, between the Smal! Business Administration and 
the Department of Defense, directed toward the discharge of their common 
responsibility that a fair proportion of the total purchases and contracts for 
supplies and services for the Department of Defense shall be placed with small 
business concerns. 


II. CANCELLATION 
Reference (a) is canceled. 
Ill. GENERAL POLICY 


It is the general policy of the Department of Defense to consult and cooperate 
with the Small Business Administration in assisting small-business concerns to 
participate in defense procurement. All policies and programs toward this end 
suggested by the Small Business Administration will be given due consideration 
In general, the following principles will be used in the evaluation of such sug- 
gestions ; the suggestions will (a) result in a benefit to small business as a whole 
and will not merely benefit one small firm at the expense of another smal! firm: 
(b) produce benefits for small business which are worth while when compared 
to the costs in money and effort: (c) recognize that the primary consideration 
and procurement responsibility of the Department of Defense is securing con 
tract performance or deliveries at the time, in the quantity and of the quality 
required by the defense program; and (d) will, if possible, result in benefits to 
the Department of Defense such as additional sources of supply or more efficient 
or better dispersed sources, or such as savings on costs of procurements, a more 
harmonious relationship between the Department and its sources, more efficient 
procedures or other operational advantages. As a matter of general procedure, 
proposals generated by the Small Business Administration which are adopted 
will be implemented in the same manner as Department of Defense stafi 
proposals. 
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IV. SPECIFIC POLICIES AND PROCEDURES 


A. Items for which relatively few or no known small-business sources exist 


The Small Business Administration shall be afforded a cooperative opportunity 
to discover and secure the listing of small business sources for such items, 
as provided in detail in section V—C of Department of Defense Directive 4100.10. 


B. Screening of procurements 


Representatives of the Small Business Administration, when properly au- 
thorized and cleared for security, shall be afforded on request an opportunity to 
review proposed procurements of $10,000 and over at the procuring offices of 
the military departments and to make recommendations concerning them includ- 
ing proposals that they be exclusively or partially set aside for small-business 
concerns. A similar opportunity to review proposed procurements under $10,000 
may be extended by the military departments where desired. Appropriate desk 
space and telephone facilities shall be provided such Small Business Administra- 
tion representatives when assigned to a procuring activity on a full or part-time 
basis, 


C. Joint SBA—DOD set-aside for small-business program 


The purpose of the program of set-asides for small business established in 
sections IV—D and E below is to increase the participation of small business in 
defense production to the maximum extent possible by the set-aside device con- 
sistent with the primary procurement responsibility of the Department of 
Defense as stated in section III, general policy. The program is a joint program 
developed by the Small Business Administration and the Department of Defense 
and directed toward the discharge of responsibilities imposed by law. In all 
reports or press releases of set-asides for small business or other references to 
this program, it shall be referred to as a joint SBA—DOD program. In such 
reporting no distinction shall be made between set-asides based on proposals of 
Small Business Administration personnel as provided in B above and those 
made independently of such proposals. 


D. 1. Total small-business set-asides 


The entire amount of a precurement shall be set aside for the exclusive par- 
ticipation of small-business concerns when such action is determined by a 
representative of the Small Business Administration and the contracting pro- 
curement agency, or, in the event of the nonavailability of a Small Business 
Administration representative it is determined by the contracting procure- 
ment agency to be— 

(a) in the interest of maintaining or mobilizing the Nation’s full pro- 
ductive capacity, or 

(0) in the interest of war or national defense programs. 

2. Partial small-business set-asides.—When the entire amount of a procurement 
cannot be set aside for small business under section 1 above, a portion of the 
procurement shall be set aside for the exclusive participation of small business 
when— 

(a) such action is determined jointly by a representative of the Small 
Business Administration and the contracting procurement agency or, in the 
event of the nonavailability of a Small Business Administration representa- 
tive, it is determined by the contracting procurement agency to be 

(1) in the interest of maintaining or mobilizing the Nation’s full 
productive capacity, or 
(2) in the interest of war or national defense programs, and 

(b) the quantities can be divided into two or more economical production 
runs, and 

(c) two or more small-business sources are known or believed to have the 
technical competence and the productive capacity to supply the portion of the 
procurement being set aside. 

To the extent possible, consistent with the provisions of this section, the portion 
set aside for small business shall be such as to make maximum use of small 
business capacity. 

3. In cases where the set-aside for small business of either the total amount or 
a portion of a procurement is appropriate and the set-aside could be based on 
either a determination in which a Small Business Administration representative 
participated or on the separate decision of the contracting procurement agency, 
preference shall uniformly be gi,2n to the joint action with the Small Business 
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Administration representative; but inability to take the action on this basis, as, 
for example, in the absence of any Small Business Administration representative, 
shall not operate to obstruct the making of a set-aside by unilateral action in 
cases that are otherwise appropriate. 

4. If, in the light of the facts and circumstances existiing at the time of the 
placement of the contract the contracting officer considers that a contract cannot 
be made with a small-business concern without detriment to the Government's 
interest, (e. g., because of unreasonable price) the contracting officer may initiate 
withdrawal of the set-aside. If the set-aside resulted from a joint decision 
of an SBA representative and the procuring agence and if the SBA representative 
does not agree to the withdrawal, the matter shall be referred to the chief of 
the contracting office or his designee, whose decision shall be final, unless the 
chief or his designee decides to refer the matter to higher authority, in which 
event the decision of higher authority shall be final. A signed memorandum rec- 
ord of the withdrawal of any set-aside shall be made and retained in the pro- 
curement file. 


BE. Methods of procurement in small-business set-asides 


1. Total small-business set-asides.—(a) When a total small-business set-aside 
has been made as a result of a determination by a representative of the Small 
Business Administration and the contracting procurement agency, as provided 
in section I1V—D-1-(a) above, the procurement may be entered into by means of 
negotiation or by a method to be known as small business restricted advertising. 
Small business restricted advertising, including awards thereunder, will be con- 
ducted in the same way as prescribed for formal advertising under section II, 
Armed Services Procurement Regulation, except that bids and awards will be 
restricted to small business concerns and the contract shall be awarded pursuant 
to the authority of section 214 of the Small Business Act of 1955, as amended. 

(b) All other total small-business set-asides shall be entered into by means 
of negotiation and the contract shall be negotiated pursuant to the authority of 
section 2 (c) (1) of the Armed Services Procurement Act of 1947. 

(c) Each invitation for bid or request for proposal which is issued in connec 
tion with a proposed procurement which has been set aside for small business 
Will contain substantially the following notice: 


“NOTICE TO PROSPECTIVE BIDDERS OR OF FERORS 


“This procurement will be awarded to one or more small business concerns 
This action is the result of a determination by the contracting officer, alone, or in 
conjunction with a duly authorized representative of the Small Business Adminis 
tration, that it is in the interest of maintaining or mobilizing the Nation's full 
productive capacity, or in the interest of war or national defense programs. 
Therefore, bids or proposals under this procurement are restricted to small 
business concerns and awards will be made to a small-business concern or con 
cerns. (The Department of Defense defines a small business us any concern 
which, including affiliates, employs in the aggregate fewer than 500 employees. ) 
The right is reserved to reject any bid or proposal when it is in the interest of 
the Government to do so. Bids or proposals received from firms not classified as 
small business will be considered as nonresponsive.” 

2. Partial small-business set-asides—All partial set-asides for small business 
shall be procured in the manner provided in this section. 

(a) Invitations for bids and requests for proposals for the unreserved portion 
shall be for not less than an economical production run, as shall also the portion 
set aside. After award of the unreserved portion, procurement of the portion 
set aside shall be effected by negotiation pursuant to paragraph (c) below. 

(b) Whenever it has been determined to make a partial set-aside, the invita- 
tions for bids or requests for proposals covering procurement of the unreserved 
portion shall state that: 

(1) An additional quantity of a stated amount has been set aside for 
negotiation with small-business concerns exclusively. 

(2) The right to participate in subsequent negotiation for the quantity 
thus set aside shall be conditioned upon the submission of a bid upon the 
items in this procurement at a unit price within 120 percent of the highest 
award made. 

(c) Negotiation for the procurement of quantities set aside shall be conducted 
only with such responsible bidders or offerers as have previously submitted bids 
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or proposals on the unreserved quantities and whose bids or initial proposals 
offered a unit price no greater than 120 percent of the highest award made. 
Such negotiation shall proceed in the following order: 

(1) Among small-business concerns beginning with the bidder or offerer 
which submitted the lowest. responsive bid or proposal in connection with 
the unreserved procurement. 

(2) In conducting negotiation for the quantities set aside, it is permissible 
to reveal the unit price of the lowest award on the unreserved portion; how- 
ever, cost or other pricing data pertaining to such award may not be 
divulged. 

(3) If the procurement: of the entire set-aside quantity cannot be effected 
by the method set forth in (1) above, the unplaced portion of the set-aside 
may be procured in the most appropriate manner. 

(7d) When the procurement of the unreserved quantity has resulted in one 
contract only, or in multiple awards all at the same price, awards for quantities 
set aside shall be based on a unit price not in excess of the unit price of the 
unreserved quantities. 

(ec) When the procurement of the unreserved quantities has resulted in multi- 
ple awards at different unit prices, awards for quantities set aside shall be at a 
price determined by the contracting officer to be fair and reasonable, but in no 
event higher than the highest price awarded in connection with the unreserved 
quantities. In the absence of changes in market prices and other factors re- 
quiring consideration, the contracting officer shall consider the weighted average 
unit price of all awards made in connection with the unreserved quantities as 
being a fair and reasonable price. The weighted average unit price shall be 
ascertained by adding the total dollar amounts of all awards of the unreserved 
quantities and dividing the grand total by the total number of units included in 
all such awards. 


F. Reporting of set-asides for small business 


1. Publie statements of the results of this joint program will be coordinated 
between the Small Business Adininistration and the Department of Defense 
prior to release and, unless specifically decided otherwise in individual cases, 
will be released as joint announcements. 

2. Each military department shall submit statistical reports of awards to 
small business of procurements totally and partially set aside for exclusive 
small-business participation, in accordance with specific instructions in Depart- 
ment of Defense Instruction 4105.1, August 11, 1955, as amended. 


G. Classified procurements 


The provisions of sections B, C, and D above shall govern classified procure- 
ments as well as unclassified, provided they are otherwise applicable. 


H. Publicity 


Set-asides of unclassified proposed procurements for small business shall be 
synopsized in the Department of Commerce Bulletin, Synopsis of United States 
Government Proposed Procurement and Contract Awards, provided, however, 
this requirement shall not operate to preclude the making of a set-aside. 


I. Procurement information 


Procurement information required by the Small Business Administration for 
the purposes of its referral program (primarily on procurements where there are 
insufficient small-business sources) shall be made available to the Small Business 
Administration on request. 


J. Formulation of policy 


In the formulation or revision of procurement policy primarily affecting small 
business, either by the Department of Defense or the Small Business Adminis- 
tration, proposed policies or revisions will be fully studied and analyzed at meet- 
ings of representatives of the Department of Defense and the Small Business 
Administration. Responsibility for agreement in all matters in this field shall 
rest with the Administrator, Small Business Administration, and the Assistant 
Secretary of Defense (Supply and Logistics). 


K. Certificates of competency 
1. The Small Business Administration has the authority to certify the com- 
petence of any small-business concern as to capacity and credit. Prior to mak- 


ing certifications, the Small Business Administration will obtain and consider 
such technical and financial information concerning any firm as may be avail- 
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able from the purchasing activity. Certifications as to competency reflect the 
judgment of the Small Business Administration that the firm is capable of per 
forming and that the Government will not be taking an ulireasonable risk of an 
unsatisfie! judgment in the event of default, although it is not implied that 
all possible future claims by the Government will be fully satisfied. Contract 
ing officers will accept certificates of competency from the Small Business Ad 
ministration as conclusive without requiring the meeting of any other require 
ment with respect to capacity or credit. Llowever, in case of grave doubt on 
the part of the contracting officer as to the firm’s ability to perform, he shall 
refer the case, with all pertinent available information and an indication as to 
degree or urgency, to higher echelons for review prior to award. 

2. In the event that a small-business concern, in spite of having submitted an 
otherwise acceptable bid which would normally place it in a position to receive 
an award, has been found deficient in capacity or in credit and for this reason a 
contemplated award to such a small-business concern is being or may be with 
held, the Small Business Administration shall be advised by the contracting 
procurement agency of the circumstances and, except in cases where the con 
tracting officer certifies that such time interval will seriously affect the required 
expeditious award of the contract, a period of 10 working days shall be allowed in 
which the Small Business Administration may exercise its authority to issue a 
certificate of competency. 

(a) This procedure will not apply to proposed awards of less than $1,000 
(b) This procedure may be utilized by the procuring agency on proposed 
awards of $1,000 and over and less than $10,000 at its option. 
(c) This procedure will be followed on proposed awards of $10,000 and 
over. 
V. IMPLEMENTATION 


This instruction shall be implemented by the military departments after review 
of the proposed implementing documents by the Office of the Secretary of Defense. 
Implementation shall be complete within 60 days of the date hereof plus such 
time as may be required for the review by the Office of the Secretary of Defense. 


VI. EFFECTIVE DATE 
The policies stated herein shal! be effective on the effective date of imple- 
mentation. 
Teo Rey 
Assistant Secretary of Defense 
(Supply and Logistics). 





ExuHIBIT F 


Small Business Administration joint determination program, Aug. 1, 1953, to 
Feb. 25, 1956 








Army Navy Air Force Civilian United States 
| agencies total 
Purchase requests screened: 
Number Be te ide kas 12, 193 | 13, 621 10, 104 100 36, 018 
Estimated value__-__- $2, 247, 637, 308 2, 909, 054, 053 | $9,064, 247,521 | $7, 268,600 | $14, 228, 207, 482 
Joint determination re- 
quests initiated: 
ella 4, 585 3, 525 1, 100 68 9, 278 
Estimated value.......| $508, 389,204 | $360, 459, 319 $222, 259, 978 | $3,632,919 | $1,094, 741, 420 
Joint determinations | 
agreed to: 
ae 4, 241 | 3, 361 | 965 | 67 | 8, 624 
Estimated value___..._| $432, 158,790 | $315, 512, 282 $123, 931, 173 |2$3, 556, 733 75, 158, 978 
Awards from joint deter- | | | 
minations: 
WS 3,071 | 2, 511 568 18 6, 168 
WS cite $240, 562, 631 $199, 802, 760 | $52, 588, 459 $919, 599 | $493, 873, 449 





1 These awards have resulted in 9,757 contracts to small firms. 
2 Includes $3,339,408 for GSA where program commenced in September of 1955; and $217,325 for Veterans’ 
Administration where program started in February 1956. 
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Exnisit G 
[SBA-400, ch. IV, set. 402] 
GENERAL SERVICES ADMINISTRATION, SMALL BUSINESS ADMINISTRATION 
JOINT AGREEMENT 


The Federal Property and Administrative Services Act of 1949 (Public Law 
152, 8ist Cong.), as amended, states that it is the declared policy of the Congress 
that a fair proportion of the total purchases and contracts for property and ser- 
vices for the Government shall be placed with small-business concerns. 

The Small Business Act of 1953 (title II of Public Law 163, 83d Cong.), as 
amended, states that it is the declared policy of the Congress that the Government 
should aid, counsel, assist and protect insofar as possible the interests of small- 
business concerns in order to preserve free competitive enterprise, to insure that a 
fair proportion of the total purchases and contracts for supplies and services for 
the Government be placed with small-business enterprises, and to maintain and 
strengthen the overall economy of the Nation. 

In order to establish a fully integrated and cooperative program of joint action 
for carrying out the above congressional policy, the General Services Adminisira- 
tion (hereinafter referred to as GSA) and the Small Business Administration 
(hereinafter referred to as SPA) agree as follows: 

1. GSA and SBA will freely interchange idea and information relating to a 
program for limiting certain procurements to small-business concerns. GSA and 
SBA shall make maximum use of such a program in order to accomplish the 
purpose of this agreement, provided, however, that responsibility for the proper 
award of contracts shall rest solely with GSA. 

2. GSA will develop, cooperatively with SBA, procedures for implementing this 
agreement, which procedures will provide, among other things, for joint screen- 
ing of procurement, the setting aside for appropriate procurement from sinall- 
business concerns of all or parts of certain requirements, and the continued use 
of SBA’s authority to certify small-business concerns with respect to their com- 
petency as to capacity or credit. 

3. Information concerning accomplishments under this agreement will be inter- 


changed between GSA and SBA in order to provide joint reporting and public 
releases on results obtained. 


WENDELL B. BARNES, 
Administrator, Small Business Admistration, 
NOVEMBER 3, 1955. 
EpmMuND F. MANSURE, 


Administrator of General Services Administration. 
OcToBER 27, 1955. 





Exursit H 


Proposep POLICY OF THE VETERANS’ ADMINISTRATION, IN PARTICIPATION WITH THE 
SMALL BUSINESS ADMINISTRATION, To ASSURE THAT A FAtR SHARE OF VETERANS’ 
ADMINISTRATION PURCHASES ARE MADE FroM SMALL BUSINESS PURSUANT TO THE 


SMALL BusINEss AcT OF 1953 (TITLE II, Pustic Law 163, 83p CoNG., As 
AMENDED) 


1. The Small Business Administration and the Veterans’ Administration have 
agreed to conduct a set-aside program whereby certain centralized purchase 
requirements of the Veterans’ Administration which have not historically been 
furnished by small business, shall be set aside for purchase from small-business 
concerns provided that the estimated delivery cost therefor shall be $5,000 or 
in excess thereof, and provided further that the procurement of such requirement 
shall not be restricted to mandatory sources or limited by the nature of the item 
to noncompetitive sources. 


2. A small-business concern is one which meets the criteria established therefor 
by the Small Business Administration. 

3. A set-aside shall consist of a written agreement between a Veterans’ Admin- 
istration contracting officer and the Small Business Administration representa- 
tive that an entire requirement or a specific portion thereof shall be set aside 
for award to small-business concerns. Each individual purchase requirement 


covered by this agreement shall be subject to an individual joint determination. 
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4. The following criteria shall be applied by the Veterans’ Administration in 
arriving at a joint determination: 

(a) 100 percent (total) set-aside—A requirement shall be subject to 100- 
percent set-aside when not less than 25 percent nor less than 8 prospective bid- 
ders on the current Veterans’ Administration bidders’ list shall be qualified as 
small-business concerns capable of supplying the total purchase requirements, 
and there is reasonable assurance that competition will be secured at fair 
market prices. For total set-aside the requirement will be advertised and 
awarded in competition limited to small-business concerns, or negotiated, if 
otherwise authorized for negotiation. 

(b) Less than 100 percent (partial) set-aside.—A requirement shall be subject 
to partial set-aside when not less than 25 percent nor less than 3 prospective 
bidders on the current Veterans’ Administration bidders’ list shall be qualified 
as small-business concerns capable of supplying a significant portion (not less 
than 25 percent) of the total purchase requirement. In partial set-aside the 
unrestricted portion will be advertised and awarded in open competition sub- 
ject to Revised Statutes 3709, and the set-aside portion shall be subsequently 
purchased from small business by negotiation at a unit price not in excess of 
the price paid for the unrestricted portion. 

5. The Small Business Administration may recommend to the Veterans’ Ad- 
ministration additional firms for possible inclusion on the Veterans’ Adminis- 
tration bidders’ list. The Veterans’ Administration shall determine that these 
firms are qualified and desire to compete for supply of its requirements, and if 
so, add these firms to its bidders’ list for future requirements. 

6. Small businesses who might otherwise be awarded a contract will not be dis- 
qualified for capacity or credit without affording Small Business Administra- 
tion an opportunity to process a certificate of competency. 





Exnurst I 


AGREEMENT BETWEEN THE DEPARTMENT OF AGRICULTURE AND THE SMALL BUSINESS 
ADMINISTRATION FOR THE DEVELOPMENT OF A UNIFIED PROGRAM OF ASSISTANCE 
FOR SMALL BusINEssS CONCERNS 


The Department of Agriculture (USDA) and the Small Business Administra- 
tion (SBA) agree to utilize the authority of section 214 of the Small Business Act 
of 1953, (title II, Public Law 163, 83d Cong., as amended) as means of accomplish- 
ing the declared policy of the Congress that a fair proportion of Government 
contracts shall be placed with small-business concerns. The USDA and SBA 
agree that in certain instances it will contribute to the maintenance or mobiliza- 
tion of the Nation’s full productive capacity for there to be a partial or total 
set-aside of Government procurement for small business organizations. 

To carry out this program the USDA and SBA have agreed to set-aside appro- 
priate procurements, wholly or in part, for small-business competition only, 
where consistent with the program requirements of the USDA and the intent 
of the act. SBA will be afforded an opportunity to screen all procurement re- 
quests at major procurement offices with an estimated value of $1,000 or over, 
and to request in writing set-asides under authority of section 214 of the Small 
Business Act of 1953, as amended. In view of the fact that SBA is specially 
positioned to determine this matter it is agreed that SBA will present to USDA 
contracting officers for set-asides only those procurements which it has deter- 
mined will contribute to such maintenance or mobilization of the Nation’s full 
productive capacity. 

Accordingly, the USDA contracting officer will grant such request where he 
determines it to be consistent with the program requirements of the USDA and 
award the contract to small business when the following criteria are met. 


100 percent (total) set-asides 


A procurement shall be subject to 100 percent set-asides when not less than 
25 percent, but not less than 3, of the prospective bidders on the current bidders 
list shall be qualified as small business concerns, and the contracting officer has 
reasonable assurance that small business can furnish the quantity and the com- 
petition will provide a fair price. In effecting total set-asides the procurement 
will be advertised or negotiated in compliance with current DA instructions and 
awarded under the authority of section 214 of the Small Business Act of 1953, 
as amended. 
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Less than 100 percent (partial) set-asides 


A procurement shall be subject to partial set-asides when not less than 25 
percent, but not less than 3, of the prospective bidders on the established bidders 
list shall be qualified as small business concerns for supplying the set-asides 
portion. In partial set-asides the unrestricted portion will be advertised (negoti- 
ated when appropriate) in open competition subject to Revised Statutes 3709, 
and the set-aside portion shall be subsequently purchased from small business by 
negotiation at a unit price not in excess of the highest price awarded for the 
unrestricted portion using the authority of section 214. 

In determining that portion to be set-aside the capacity of small business will 
be the deciding factor. 

If a set aside has been agreed to and subsequent events indicate that such 
action would not be in the best interest of the Government, the contracting officer 
will request the SBA to withdraw the joint determination; if the SBA repre- 
sentative concurs the set-aside will become void; if the SBA representative does 
not concur he will be given an opportunity to express his opinion, but the final 
decision for all procurement action will remain with the contracting officer. 

The Department of Agriculture will utilize the names of small firms presented 
by the Small Business Administration on individual purchases and SBA will be 
afforded an opportunity to recommend to the contracting officials the names of 
firms to be placed on the bid list. 

A small business which might otherwise have been awarded a contract will not 
be disqualified for capacity or credit without affording the Small Business Ad- 
ministration an opportunity to process a certificate of competency. 


E. T. Benson, 
Secretary, Department of Agriculture. 
WENDELL B. BaRNEs, 
JANUARY 31, 1956. Administrator, Small Business Administration. 


Set ASIDE CONTRACTS PURSUANT TO THE SMALL BusINESS AcT oF 1953, AS 
AMENDED 
{a) Purpose 


It is the purpose of this paragraph to establish policies and procedures for 
setting aside contracts for award exclusively to small business in accordance 
with the agreement between this Department and the Small Business Adminis- 
tration, dated January 31, 1956. (See 5 AR App.) 


(b) Authority 


The authority for such contracts is contained in section 214 of the Small 
Business Act of 1953 (Title II, Public Law 163, 83d Cong., as amended by Public 
Law 268, 84th Cong.), as implemented by the above agreement. Section 214 of 
the act is as follows: 

“Sec. 214. To effectuate the purpose of this title, small-business concerns within 
the meaning of this title shall receive any award or contract or any part thereof 
as to which it is determined by the Administration and the contracting procure- 
ment agency (a) to be in the interest of maintaining or mobilizing the Na- 


tion’s full productive capacity, or (b) to be in the interest of war or national- 
defense programs.” 


(c) Policy 


It is the policy of the Department to set aside appropriate procurements, 
wholly or in part, for small business competition only, where consistent with the 
program requirements of the Department and the intent of the act. 


(d) Screening of procurement 


The Small Business Administration shall be given an opportunity to screen all 
procurement requests with an estimated value of $1,000 or over at major procure- 
ment offices where purchase is contemplated from commercial sources. Pro- 
cedures for SBA screening will be developed locally between agency and SBA rep- 
resentatives. This contemplates an informal arrangement whereby the SBA rep- 
resentative may be apprised of planned purchases by review thereof with the con- 
tracting officer in the agency procurement office, by telephone advice, or as may 
otherwise be mutually convenient. These arrangements will generally be devel- 
oped by SBA with agency Washington headquarters and regional or area offices. 
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(e) Types of set-asides authorized 


1. One hundred percent (total) set-asides—A procurement shall be subject 
to 100 percent set-asides when not less than 25 percent, but not 


less than 3, 
of the prospective bidders on the current bidders list shall be qualified as small 
business concerns, and the contracting officer has reasonable assurance based on 
past procurement record, that small business can furnish the quantity and the 
competition will provide a fair price. 

2. Less than 100 percent (partial) set-asides—A procurement shall be sub- 
ject to partial set-asides when not less than 25 percent but not less than 3, of 
the prospective bidders on the established bidders list shall be qualified as small 
business concerns for supplying the set-aside portion. 


(f) Joint determination 


The determination to set aside procurements for small business competition 
only will ordinarily be initiated by a request for such set aside from the SBA 
representative. A separate request is required for each procurement. Such 
request shall be granted unless the contracting officer determines that to do so 
would be inconsistent with the program requirements of the Department in that 
contract performance under the proposed set-aside action would not provide 
delivery at the time, or in the quantities or quality necessary, would adversely 
affect the program of the Department, or would be otherwise inconsistent with 
the intent of the act. It is expected that the SBA representative will normally 
be in the best position to judge whether the setting-aside of a specific procure- 
ment will contribute to the maintenance or mobilization of the Nation's full 
productive capacity. However, in certain cases, the agency contracting officer 
may possess detailed knowledge of the national business economy of the items 
proposed for set-aside and should consult with the SBA representative wherever 
a proposed set-aside appears to the contracting officer to be inconsistent with the 
intent of section 214 of the act. In any case of disagreement, the contracting 
officer shall decide with respect to questions involving the program requirements 
of the Department but if the only question involved is whether a proposed set- 
aside is in accord with the intent of the act, the decision of the SBA representa- 
tive shall govern. In either event, no decision shall be made without consulta- 
tion between the contracting officer and the SBA representative. 


(g) Determining the type of set-aside action 


To determine the portion to be set aside, the contracting officer should deter- 
mine the highest price at which purchases were previously made. Contracts 
should then be made with small busines concerns to determine (1) if they can 
reasonably compete at the price determined as above and, (2) the probable 
capacity of small business to produce the purchase requirements, If small 
business can compete as above, the procurement may be set aside to the extent 
of the capacity of small business to produce the purchase requirements. If 
reasonable assurance cannot be obtained that small business can compete at 
the price determined as above, the procurement will be subject only to partial 
set-aside action. In this way, advertising will be made with reasonable assur- 
ance of obtaining responsive bids and establishing a fair price on the basis of 
procurement records, whether for partial or total set-asides. 

(h) Advertising procedure for set-aside procurement 

1. Total set-aside.——Procurements 100 percent set-aside for exclusive award 
to small business shall be advertised in the usual manner except that bid invita- 
tions shall be sent only to small business and the invitation shall contain the 
following provision : 

“This procurement will be awarded to one or more small-business concerns. 
This action is the result of a determination by the Small Business Administra- 


CA EI aiccaintitda tt entst ab nees , that it is in the interest of maintaining or 
(Name of agency) 


mobilizing the Nation's full productive capacity to limit competition and award 
to small-business concerns. Bids received from concerns not classified as small 
business in accordance With criteria set forth in the standard form 33 (or SF 21) 
hereof, will be considered as nonresponsive. The authority for this action is 
contained in section 214 of the Small Business Act of 1953, as amended.” 

(2). Partial set-asides.—In partial set-asides, the total purchase requirement 
will be advertised in the usual manner except that the invitation for bids shall 
set-aside or reserve a portion thereof for exclusive award to small business. The 
following provisions shall therefor appear in such invitations for bids: 
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“AWARD TO SMALL BUSINESS CONCERNS 


“Of the total requirements shown herein, _......----__-_____~_ has been set- 


(State amount) 
aside for contracts with small-business concerns exclusively. The right of any 
small-business concern to receive an award hereunder or participate in sub- 
sequent negotiation for the quantity thus set-aside shall be conditioned upon 
its submission of a reasonable bid upon the items in this procurement. Bidders 
are cautioned to adjust the quantities in this bid invitation to that which they 
offer to furnish.” 


(i) Contract award 


1. Total set-asides.—Bids on 100 percent set-aside procurements will be anal- 
yzed and awarded in accordance with procedures for contracting generally except 
that award will be made only to a small-business concern. However, award shall 
be made only if determination is made by the contracting officer in accordance 
with (g) above that the price is fair and reasonable and in no event higher 
than the highest price at which awards are made in connection with procurement 
of such items following the usual purchasing procedures. A small business 
concern which might otherwise have been awarded a contract shall not be dis- 
qualified for capacity or credit without affording the Small Business Administra- 
tion an opportunity to process a certificate of competency which in accordance 
with the act shall be conclusive. 

2. Partial set-asides negotiation and award.—If the lowest acceptable bids de- 
termined in the usual manner without regard to the set-aside provision in (h) 2, 
above enables the award to small-business concerns of the quantity set aside 
for them in the bid invitation, the usual award procedures will be followed. 
(See sec. — of this chapter.) Otherwise, awards will be made in the usual 
manner except that to the extent that awards to small-business concerns do 
not equal the quantity set aside, the remaining portion of the set-aside shall 
not be awarded but will be held for negotiation with small-business concerns. 
Such negotiation shall generally be conducted only with those bidders whose 
offers are within 120 percent of the highest price at which awards are made 
as above and who qualify as small business concerns and shall proceed among 
small business beginning with the lowest responsive bid on the advertised re- 
quirements. No offer may be accepted at a price in excess of the highest price 
at which awards were made on the advertised requirement. Until a satisfactory 
offer is obtained, each bidder in his turn as above will be allowed to negotiate. 
Each bidder must be advised in writing by the contracting officer of the termina- 
tion of negotiations before receiving offers from the next bidder. When a Ssatis- 
factory contract can be negotiated, it should be in the same form as the con- 
tracts awarded for the unreserved portion. Award procedures will otherwise 
be subject to the policies stated in 1, above. 

(j) Documentation 

The contract file shall include the request from the SBA representative for 

set-aside action, the written concurrence of the contracting officer, and a state- 


ment on the certificate of award that the contract is entered into under authority 
of section 214 of the Small Business Act of 1953, as amended. 





ExuH pit J 


AGREEMENT BETWEEN THE DEPARTMENT OF THE INTERIOR AND THE SMALL BUSINESS 
ADMINISTRATION FOR THE DEVELOPMENT OF A UNIFIED PROGRAM OF ASSISTANCE 
For SMALL-BUSINESS CONCERNS 


The Department of the Interior (USDI) and the Small Business Administra- 
tion (SBA) agree to utilize the authority of section 214 of the Small Business 
Act of 1953, as amended (15 U. 8S. C. 643), as a means of accomplishing the 
declared policy of the Congress that a fair proportion of Government contracts 
shall be placed with small business concerns. 

The USDI and the SBA agree that in those circumstances where it will con- 
tribute to the maintenance or mobilization of the Nation’s full productive 
capacity, a fair proportion of the total purchases of the USDI shall be placed 
with small business concerns. To carry out this program the USDI and the 
SBA have agreed to set aside appropriate procurements, wholly or in part, for 
small business competition only, where consistent with the requirements of the 
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USDI and the intent of the act. SBA will be afforded an opportunity to sereen 
procurement requests at major procurement offices with an estimated value 
of $1,000 or over, and to request in writing set-asides under authority of section 
214 of the Small Business Act of 1958, as amended. It is agreed that SBA will 
recommend to USDI contracting officers for set-aside only those procurements 
which it has determined will contribute to such maintenance or mobilization 
of the Nation's full productive capacity. The USDI contracting officer will pro 
vide for set-asides in those recommended instances where he determines that 
such action will be consistent with the program requirements of the USDI, 
will be in the interests of sound procurement, and will contribute to the mainte- 
nance or mobilization of the Nation's full productive capacity. 


Gne hundred percent (total) set-asides 


A procurement shall be subject to 100 percent set-asides when not less than 
25 percent but not less than three, of the prospective bidders on the current 
bidders list shall be qualified as small-business concerns, and the contracting 
officer has reasonable assurance that small business can furnish the quantity 
and the competition will provide a fair price. In effecting total set-asides the 
procurement will be advertised or negotiated in compliance with current USDI 
instructions and awarded under the authority of section 214 of the Small Busi 
ness Act of 1953, as amended. 


Less than 100 percent (partial) set-asides 
A procurement shall be subject to partial set-asides when not less than 25 


percent but not less than three, of the prospective bidders on the established 
bidders list shall be qualified as small business concerns capable of supplying the 
set-aside portion. When a partial set-aside has been determined, the invitation 
for bids shall include the entire requirement and shall expressly reserve the 
quantity set aside for small business concerns. Under the authority of section 
214 the set-aside portion reserved in the invitation shall subsequently be pur- 
chased from small business concerns at a unit price not in excess of the highest 
price awarded for the unrestricted portion. 

In determining that portion to be set aside, the capacity of small business will 
he the deciding factor and the portion shall be agreed upon between the SBA 
und the contracting officer for the USDI. If a set-aside has been agreed to and 
subsequent events indicate that such action would not be in the best interest of 
the Government, the contracting officer will request the SBA to withdraw the 
initial recommendation; if the SBA representative does not concur he will be 
given an opportunity to express his opinion, but the final decision for all pro- 
curement action will remain with the contracting officer. The Department of 
the Interior will utilize the names of small firms presented by the Small Business 
Administration on individual purchases and SBA will be afforded an opportunity 
to recommend to the contracting officials the names of firms to be placed on bid- 
ders lists. A small-business concern which might otherwise have been awarded 
a contract will not be disqualified for capacity or credit without affording the 
Small Business Administration an opportunity to process a certificate of 
competency. 

Dovucitas McKay, 
Secretary of the Interior. 
WENDELL B. Barnes, 
APRIL 12, 1956. Administrator, Small Business Administration. 


ExHIBIT K 
Post OFFICE DEPARTMENT 


The United States Post Office Department and the Small Business Administra- 
tion established an agreement on March 22, 1956, that a small-business program 
would be carried out between the two agencies in their headquarters city, 
Washington, D. C. The agreement was not received in time to attach as an 
exhibit. 
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Exuisit L 


JOINT MEMORANDUM OF THE ATOMIC ENERGY COMMISSION AND THE SMALL 
BUSINESS ADMINISTRATION 


PURPOSE 


The purpose of this memorandum is to establish an agreement between the 
Atomic Energy Commission and the Small Business Administration which will 
provide a basis for cooperation to further both the AEC small-business program 
and the objectives of the Small Business Act of 1953 (Public Law 163, 88d Cong.) 
ip connection with procurement by the Commission and its cost-type contractors. 


BACKGROUND 


Representatives of SBA visited several AEC operations and contractor offices 
to examine at first hand the individual characteristics of the AEC organization. 
Both agencies recognize that the majority of AEC prime contract procurement 
dollars are not suitable for small business since they involve contracts for the 
coustruction of large plants, the operation of these plants, and the purchase of 
equipment which is unsuitable for small business. It is evident that the principal 
opportunity for AEC and SBA to cooperate with respect to small business is 
related to procurement by AEC’s cost-type contractors. AEC and SBA recog- 
nize further that this opportunity is subject to several limiting factors. Pro- 
curement relative to plan construction, for example, generally requires very 
rapid processing, with the result that little time is available to discover and 
suggest the participation of small-business concerns other than those previously 
located through the AEC small-business program. Procurement for plant 
operation, on the other hand, while not requiring such rapid processing, involves 
only a limited number of procurement dollars. It would appear at this time that 
the most practicable and effective means of cooperation is through exchanges of 
information which will be useful and helpful to small business. There will be 
periodic reviews, however, to determine whether modifications are warranted 
and practicable. 

AGREEMENT 


The Atomic Energy Commission and the Small Business Administration will 
establish and maintain liaison between AEC operations offices and their cost- 
type contractors and appropriate SBA regional offices for exchanges of informa- 
tion regarding AEC procurement opportunities, suggestions of qualified small- 
business concerns and other appropriate matters. 


(a) Establishment of liaison 


The respective SBA regional directors, who have not already done so, will 
establish and maintain liaison with the AEC operations office or offices within 
their regions. In exceptional cases, liaison between other combinations of AEC 
and SBA offices may be authorized in Washington. It is not contemplated, 
however, that liaison will be effected by stationing SBA personnel in AEC opera- 
tions offices or the offices of cost-type contractors. 


(Lb) Liaison procedures 


Detailed procedures for carrying out the exchange of information required 
by this memorandum will be jointly developed, maintained, and modified as 
experience suggests by each combination of SBA regional and AEC operations 
offices maintaining liaisons. 


(c) Exchanges of information 


AEC operations offices will provide or arrange for the provision of informa- 
tion to SBA regional offices regarding appropriate procurement opportunities of 
both operations offices and cost-type contractors which are suitable for small 
business. In turn, SBA regional offices will suggest the names of qualified 
small-business concerns. The information will be in such form and will be 
transmitted by such means and with such frequency as seems most practicable 
to the personnel engaged in the exchange of information. These exchanges 
are not to be confined, however, to procurement information and suggestions of 
qualified small-business concerns. SBA’s programs include loans, certificates of 
competency, and technical and management assistance to small-business con- 
cerns. These programs and others mav provide the bases for interagency coop- 
eration both in Washington and in the field. 
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(d) AEC contractors in several SBA regions 


Where an AEC operations office and its contractors are located in different 
SBA regions, the operations office will arrange for the transmission of contractor 
procurement information to the SBA regional office serving the region in which 
the contractor is located. 


(ec) Time factor in procurement 

It is anticipated that in some circumstances the time available for the submis 
sion of bids may be too short for some small-business concerns suggested by 
SBA to participate. This will be true most often where the procurements are 
related to construction. In these circumstances, qualified small-business con 
cerns which are unable to participate will be added to bidders’ lists and invited 
to participate in subsequent procurements. 


(f) Security clearances 

Where Q security clearances are necessary to carry out the purpose of this 
agreement, requests for such clearances will be submitted to the appropriate 
AEC operations office. 
(g) Appropriate procurement opportunities 


Procurements termed appropriate for the purpose of this memorandum will 
not include those to be made from Government sources, those that security re- 
quirements will not permit to be publicly disclosed, those where the urgency 
is too great to permit broad solicitation of bids, and those involving the purchase 
of ore. 


ExHIBir M 
CERTIFICATES OF COMPETENCY AS OF FEBRUARY 29, 1956 


Summary of SBA certifications 


Not yet awarded contracts___._.-_______- ccrabncabeanideeencadl siaieusestines diabendads 16 
Active certificates with contracts ahead of or on schedule__- aamakuaade 27 
Active certificates with contracts behind schedule__.......__________ $2 
Certificates with procurement withdrawn__________--_______ asain 2 
Certificates with contract awarded others_._________ eee 76 
Coreen Carne aes 2 2 
Certificates with contracts terminated________-._-____ bes et) ok oa 3 
Certificates with contracts completed____________-- GeridumbKs . 67 

Total number of certificates issued_._......_._._-__-- siti theses 155 


1 Contracts awarded to other than the certified firm because of factors involving other 
than production or financial capacity of the certified firm. 





Exursit N 
CERTIFICATES OF COMPETENCY 
EXAMPLES OF THE EFFFCTIVENESS OF THF CERTIFICATE OF COMPETENCY PROGRAM 


The SBA regional office in New York reports that a small machine shop on 
Long Island, which had been doing defense subcontracting only, was faced with 
a complete shutdown. The owners were at a loss as to how to proceed to 
hid directly on Government contracts. When they sought help from the Small 
Business Administration regional office, they were thoroughly counseled, their 
facilities were registered in the facilities inventory, and they were subsequently 
notified of procurement opportunities suitable for their plant. 

As the result of these efforts, the firm became low bidder on three certain 
rifle components. When the purchasing agency questioned its ability to fulfill 
the contract, the company applied to the Small Business Administration for a 
certificate of competency. The certificate was issued, and the company received 
the contract, which is now proceeding ahead of schedule. The company has 
since received 4 separate contracts from 3 military purchasing offices on pro- 
curements brought to its attention by the Small Business Adminisrtation New 
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York office. This illustrates that a small shop can bid and compete success- 
fully once it is given proper guidance. 

A small Boston manufacturer was low bidder on a purchase of generating 
sets. The purchasing office was reluctant to make the award to the firm, and 
accordingly had the procurement withdrawn. The Small Business Adminis- 
tration protested this action to the chief of the service involved and pressed 
the case until the Comptroller General ruled that the procurement should be 
reinstated. The award in the amount of $411,000 was then made to the small 
firm. Since then the Small Business Administration issued a certificate of 
competency to the firm which enabled it to obtain another contract, and 
subsequently it received two additional awards. These three contracts totaled 
$449,000. This small concern states that without the assistance of the Small 
susiness Administration it would not have received a single award. 

The low bidder in a recent Army Chemical Corps procurement of smoke 
generators was a small eastern firm, employing approximately 70 people. The 
bidder’s ability to produce the smoke generators was questioned by the con- 
tracting officer, because a plant survey of the company’s facilities had brought 
an adverse report. The company asked the Small Business Administration for 
a certificate of competency, and the agency sent a production specialist and a 
financial specialist to the applicant’s plant. After rigorous study of the com- 
pany’s resources, both financial and technical, viewed in the light of the financial 
and technical requirements of the contract in question, the agency concluded 
that the company possessed adequate productive facilities to manufacture the 
equipment, had access to the required finances, had on its payroll or could 
quickly obtain the necessary skilled workers, could obtain the required materials 
and components, and was in every important respect capable of meeting the 
delivery schedule specified by the Chemical Corps in the contract. <A certificate 
of competency was issued to the company. The applicant has been awarded the 
conrtact, and at a saving of over $80,000 to the procuring service and the tax- 
payers of the Nation. 





Exnurisit O 


TYpPIcAL EXAMPLES OF PROCUREMENT COUNSELING 


BALTIMORE 


A representative of a newly organized precision-machine company visited our 
Procurement Information Center and was counseled regarding sources of 
bidding opportunities. The businessman was amazed at the fund of information 
available here. He found five specific procurement opportunities, reviewed 
drawings at the center, and submitted bids. We also referred the company to 
various prime contractors for possible subcontract work. 


MINNEAPOLIS 


“A small Wisconsin firm had been trying for over a year to dispose of cap 
boxes which were overproduced on a subcontract. When it requested assistance 
from us, we coordinated the case with our Chicago regional office and th eagency’s 
representative at Ordnance Ammunition Command, Joliet. As a result, the com- 
pany obtained a contract for 1,500 boxes and is being placed on the bidders list 
for future procurements of the item. The firm also was notified of another pro- 
curement for 200,000 cap boxes on which it may receive the award.” 


DENVER 


“A loeal firm which was unsuccessful in obtaining bid papers from a procure- 
ment center used our ‘bulletin board’ set, was the successful bidder, and was 
awarded a $120,000 contract.” 


KANSAS CITY 


“More and more small firms report they are following our advice concerning 
getting on bidders lists. One Nebraska firm which did so was awarded a $222,000 
Navy contract for mine anchors.” 
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CHICAGO 


“An electronic instruments manufacturer who suffered from lack of orders for 
several months has been materially assisted by two sizable commercial contracts 
obtained for him through the efforts of this office.” 


OTHER EXAMPLES 


1. A small Boston manufacturer was low bidder on a purchase of generating 
sets. The purchasing office was reluctant to make the award to the firm, and 
accordingly had the procurement withdrawn. The Small Business Administra 
tion protested this action to the chief of the service involved and pressed the case 
until the Comptroller General ruled that the procurement should be reinstated 
The award, amounting to $411,000 was then made to the small firm. Later, the 
Small Business Administration issued a certificate of competency to the firm 
which enabled it to obtain another contract, and, subsequently, it received two 
additional awards. These three contracts totaled $449,000. The small concern 
states that without the assistance of SBA, it would not have received a single 
award. 

2. The Small Business Administration’s Atlanta regional office, acting on the 
protest of a small business whose low bid on a purchase was rejected, found that 
a clause in the invitation for bid was unduly restrictive. The clause served to 
limit eligibility of two large business concerns. The agency was able to have the 
invitation canceled and the specifications rewritten to eliminate the previous 
restriction. The protesting small business is now in line for the award, at a 
saving of $30,000 to the Government. 

3. A Baltimore lumber dealer was low bidder several times on purchases by 
a Federal civilian agency but failed to receive the awards. At the firm’s request, 
a representative of the Small Business Administration visited the procurement 
agency and learned that the awards had been made to another company through 
clerical error. When the same mistake occurred on the next procurement on 
which the small firm was low bidder, the Small Business Administration again 
protested to the purchasing agency. This time the necessary correction was 
made. 

4. A Massachusetts firm appealed to SBA because its low bid on a purchase 
had been declared nonresponsive, on the ground that it had not signed and in- 
cluded with the bid a later amendment to the invitation. Since the firm had not 
received the amendment until after the bid opening, SBA interceded in its 
behalf. The company now has been notified that it will receive the award. 

5. A small firm in Philadelphia was assisted by the agency's Philadelphia 
regional office to obtain a Government contract on which it had bid $120,000 
below the next low bidder. This assistance not only helped the small firm but 
also brought a large saving to the Government. 

To illustrate the volume of procurement assistance cases handled by the Small 
Business Administration, during the past 6 months, the agency’s field offices 
have reported 9,840 cases of counseling and 540 instances of representation to 
procurement officials in behalf of small firms. During this period, SBA repre- 
sentatives at purchasing installations have recommended 2,776 firms to contract- 
ing officers for the opportunity to bid on specific purchases. 





ExHIBIT P 
EXAMPLES OF THE PRIME CONTRACT REFERRAL PROGRAM 


1. An electronics research and manufacturing concern whose orders were fall- 
ing off seriously, appealed to thesSmall Business Administration’s Boston office 
for assistance. Agency staff members made a plant inspection to learn the 
specific nature of the firm’s facilities and abilities. Over the next few weeks, 
several appropriate contract opportunities were referred to this company. On 
the fifth referral, the firm was awarded a $111,295 contract by the Bureau of 
Ships. This has alleviated the critical situation at the plant and kept its 
highly specialized facilities available for potential defense requirements. 

2. As a result of a referral by SBA’s Kansas City regional office, a Kansas City 
firm was awarded a contract amounting to more than $2 million. The agency’s 
regional office had received the drawings and specifications for the purchase 
from the SBA representative at Wright-Patterson Air Force Base. 
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Typical statements from Small Business Administration field offices con- 
cerning the subcontracting program are: 


BALTIMORE 


“We are receiving an increased number of requests from prime contractors 
for small firms which provide anodizing service and have special technical 
abilities. Our subcontracting program with a large airplane manufacturer also 
is developing successfully. For instance, the firm has asked for and been 
furnished the names of small companies capable of large milling and profiling 
capacity.” 

KANSAS CITY 


“We secured a subcontract for a small Kansas City aluminum foundry which 
was closed down because of inability to obtain primary aluminum ingot. The 
subecontret, on an Air Force rated order, will permit the firm to obtain 20,000 
pounds of aluminum ingot and to resume operations.” 


ATLANTA 
“A large contractor has been furnished facility information on 653 firms reg- 


istered with our office. The firm will use the list for its own referrals of sub- 
contracting opportunities.” 





ExuHIsBIT Q 


SUBCONTRACTING PROGRAM 


Typical statements from Small Business Administration field offices concern- 
ing the subcontracting program are: 


BALTIMORE 


“We are receiving an increased number of requests from prime contractors for 
small firms which provide anodizing service and have special technical abilities. 
Our subcontracting program with a large airplane manufacturer also is de- 
veloping successfully. For instance, the firm has asked for and been furnished 
the names of small companies capable of large milling and profiling capacity.” 


KANSAS CITY 


“We secured a subcontract for a small Kansas City aluminum foundry which 
was closed down because of inability to obtain primary aluminum ingot. The 
subeontract, on an Air Force rated order, will permit the firm to obtain 20,000 
pounds of aluminum ingot and to resume operations.” 


ATLANTA 


“A large contractor has been furnished facility information on 653 firms reg- 
istered with our office. The firm will use the list for its own referrals of 
subcontracting opportunities.” 

In less than a year, a Portland, Oreg., manufacturer has grown from 150 to 
450 employees, due to the assistance of the Small Business Administration’s 
Portland branch office in having the firm approved by large prime contractors 
for the fabrication of structural steel work. This type of work was entirely 
foreign to the firm’s operations. However, through the encouragement and 
assistance of the Administration’s staff members and the skill of its own 
engineering department, the firm not only has produced on schedule but has 
been given a vote of confidence by the prime contractors in the form of addi- 
tional subcontracts. This firm may grow to be a leading industry in Portland 
due to the Small Business Administration focusing the attention of large prime 
contractors on its capabilities and facilities. 

A small chemical company in need of considerable subcontracting work 
sought assistance from the Small Business Administration’s Dallas regional 
office. The agency referred the firm to a number of other companies, several 
of which agreed to subcontract work to it. 

A small manufacturing firm in Hutchinson, Minn., has informed the Small 
Pusiness Administration that its assistance kept the company in operation. 
The firm stated that without the help of the Small Business Administration’s 
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Minneapolis regional office in obtaining a substantial subcontract, it would not 
be in business today. 

A prime contractor contacted the agency's Seattle regional office for the pur- 
pose of locating a suitable subcontractor to do certified welding and machining 
of steel products. The agency promptly located a subcontractor who had open 
‘apacity, and substantial subcontract work was placed with him to the mutual 
advantage of both firms. 

Nore.—Exhibit (R) United States Government Purchasing Directory and 
exhibit (S) United States Government Specifications Directory, retained in com- 
mittee files. Copies of U. 8S. Government Purchasing Directory available from 
Superintendent of Documents at 50¢ per copy. Specifications Directory available 
from SBA. 


Exaurait T 
MATERIALS ASSISTANCE 


SBA was successful in obtaining critically required copper for two firms dur- 
ing the copper shortage (Atlanta regional office). 

An SBA field office was asked for assistance in obtaining improved deliveries 
of aluminum billets for the firm. SBA Washington office asked for additional 
documentation before referring the case to the Business and Defense Services 
Administration (BDSA), Department of Commerce, for help. The data was 
supplied and the firm was subsequently shipped 120,000 pounds of aluminum 
(New York regional office). 

A small firm was in need of primary aluminum ingots. SBA was able to 
obtain 60,000 pounds of primary aluminum and also advised the firm that the 
supplier could accept additional orders for immediate shipment of secondary 
aluminum if that could be utilized (New York regional office). 

SBA apprised BDSA of the acute situation of a small firm in need of primary 
aluminum ingots and asked that the supplier be directed to develop improved 
delivery schedule. The firm subsequently received 20,000 pounds, and later, 
5,000 pounds of aluminum (Dallas regional office). 

A small firm requested assistance on different occasions when they were in 
need of primary aluminum ingots. SBA referred these cases to BDSA and to 
GSA, who contacted the supplier, resulting in this firm receiving a total of 122,- 
141 pounds of aluminum (Kansas City regional office). 

SBA sought help from BDSA which resulted in a small firm receiving their 
order for 30,000 pounds of primary aluminum (Washington office). 

Through the cooperation of GSA with SBA, a small firm obtained 30,000 pounds 
of aluminum. The firm wrote “I wish I could find words to express my apprecia 
tion for the assistance that I have received in this instance from the Small Busi 
ness Administration” (Kansas City regional office). 

SBA interceded with a steel producer in behalf of a small firm in Ohio. This 
resulted in the acceptance to the firm’s orders for steel that was uryently re 
quired and assurance was given of additional tonnages in 1956. 

A congressional inquiry for primary aluminum for a small foundry in Minne 
sota was directed to the Small Business Administration. Through SBA repre- 
sentations, 30,000 pounds were obtained for the firm with the probability of a 
regular delivery to the company. 

A series of meetings was arranged for a representative of a small producer 
of special alloys with the House Select Committee on Small Business, Office of 
Defense Mobilization, Business and Defense Services Administration, and Gen- 
eral Services Administration in an endeavor to obtain an allotment of primary 
nickel for the firm for nondefense purposes. BDSA was requested through the 
GSA to make an exception in this case, and tentative decisions indicate that 
BDSA wil authorize regular monthly shipments to the firm. 

A letter of appreciation from the company to SBA stated “Your help in getting 
appointments with the various agencies was to a great extent directly responsible 
for the successful completion of my errand and * * * I wish to express to you 
and your organization by sincere thanks.” 

A letter was received from a small midwestern user of aluminuin ingots thank- 
ing the Small Business Administration for substantial help in obtaining primary 
aluminum for the firm. 

A small firm in New York requested assistance of SBA in obtaining a regular 
supply of nickel to replace orders canceled by its supplier with whom it had a 
historical base. With the cooperation of General Services Administration, the 
firm was apprised of a source on a continuing basis. 
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SUMMARY 


Ten SBA regional offices were successful in obtaining a total of 1,043,400 
pounds of primary aluminum for small firms for the period July 1, 1955-Decem- 
ber 31, 1955. The Washington office was successful in obtaining, during the same 
period, 382,141 pounds or a grand total for the agency of 1,375,541 pounds. 


Exnuisitr U 
ALLIED SPECIALTIES Co. 
A SMALL BUSINESS PRODUCTION POOL 


Name and address.—aAllied Specialties Co., 1534 Pratt Street, Philadelphia, Pa. 
Mr. Jay Lawrence, general manager. 

Type of corporation.—This small business production pool was incorporated 
under the laws of the Commonwealth of Pennsylvania. For all practical pur- 
poses, this corporation is a nonprofit pool, although it is organized under the 
corporation for profit laws of Pennsylvania. 

Defense work.—The pool is interested in producing machine parts and tools. 
Some of the specific items which it claims it can make for the United States 
Government are: Incendiary chargers, retainer shells, air turbines, azimuth 
brackets, lucite housings, mechanical shakers, gears, tripods, supports, and 
casings. 

Plan of operation.—The central organization solicits defense opportunities for 
the pool, reviews these and distributes to members drawings and specifications 
in accordance with their production facilities. Each member desiring to supply 
any of the labor, services, and material involved in a contract submits to the cen- 
tral organization of the pool the price at which it will agree to supply them, If 
more than one member competes for a specific part of the work, the quotation ac- 
cepted by the pool will be the lowest one meeting financial, specification, and de- 
livery requirements. Accepted quotations will be combined and bids made in the 
name of the pool corporation. Performance of contracts received will be admin- 
istered by the central organization. Such administration involves such activities 
as issuing interplant requisitions, acting as liaison between the purchaser's engi- 
neers and inspectors and the pool members, scheduling and expediting the pro- 
cessing of the contract through the various pool plants, arranging for packaging 
and final delivery, and billing and collecting for the finished contract. 

Each firm participating in a specific contract finances all costs including ma- 
terial and labor. Each such firm agrees (1) to assume toward the pool corpora- 
tion the obligations and responsibilities that the pool corporation assumes to the 
obligee under the contracts, (2) that all materials used in fulfilling its part of the 
contract shall be without defects and in full accordance with the specifications 
and drawings, and (3) that no moneys are to be paid it under its agreement 
with the pool until the entire contract has been satisfactorily completed and the 
pool corporation has been reimbursed in full by the obligee. 

The following companies have accepted the requests to participate in the 
operations of Allied Specialties Co. : 

Barta Machine Co., 2015 Kinsey Street, Philadelphia 24, Pa. 

Comly Machine Co., 2212 Haworth Street, Philadelphia 37, Pa. 

Eastern Non-Ferrous Foundry, 2811 Amber Street, Philadelphia 34, Pa. 
Emerald Tool & Die Co., 3127 Potter Street, Philadelphia 34, Pa. 
Industrial Specialties Co., 1822 Wakeling Street, Philadelphia 24, Pa. 
Kosempel Manufacturing Co., 5110 Germantown Avenue, Philadelphia 44, Pa. 
Hi. J. Perazzoli & Co., Tulip and Westmoreland Streets, Philadelphia 34, Pa. 
Quaker Storage Co., 2501 Germantown Avenue, Philadelphia 33, Pa. 

W. W. Wichterman & Co., 2316 East Hagert Street, Philadelphia 25, Pa. 


Withdrawal notice published 21 F. R. 2262, April 6, 1956. 
GENERAL TIRE PRopuctTION Poor, INc. 


DESCRIPTION OF DEFENSE PRODUCTION POOL 


Name and address.—General Tire Production Pool, Inc., 1218 West Garfield 
Street, Wabash, Ind.; Mr. Jack L. Shafer, manager. 
Type of organization.—This pool is a nonprofit corporation, 
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Membership.—The pool consists of a nucleus of 5 companies, 4 of which 
are small manufacturers; the fifth is General Tire & Rubber Co. The 
general location of these and future members will be within a radius of 300 
tuiles from Akron, Ohio. 

The 4 small companies, to which nearly all of the work obtained by the pool 
is to be subcontracted, have 311 employees, somewhat less than the average of 
352 last year. Only one has over 100 employees. Total sales of these 4 com 
panies was over $8 million in 1951 and the yearly average over the last 5 years 
has been nearly $8 million. Total net worth is about $5 million. 

Defense work.—The class of work to be procured by this pool will be in the 
field of high precision electrical mechanical assemblies, such as aerial cameras, 
aircraft instruments, servo mechanisms, rotating aircraft electrical equipment, 
computing systems, aircraft electronic test stands, electronic metering devices, 
and electronic detection devices. 

Plan of operation.—The General Tire & Rubber Co. will seek and obtain 
defense contracts, which it will take in its own name. When the companys 
deems it advisable to negotiate or bid on a contract with a procuring agency, 
Which General believes can be performed by the pool membership, it will instruct 
the president of the pool corporation to secure quotations from the members. 

Members will quote only on such items for which they have facilities to 
produce. An amount equal to at least 75 percent of the contract price, less 
the cost of purchased parts and material, of every defense contract obtained 
by General for performance by the pool will be subcontracted to members of 
the pool other than General. Quotations will be kept in strict confidence. In 
case of competing members, the best low bid will be selected by the board of 
trustees. 

Members will be liable for performance on any quotations submitted to the 
pool at their quoted prices. The pool will use the quotations submitted by the 
members in compiling its bid to General for the work to be performed for the 
contract under consideration. 

Upon acceptance by a procuring agency of a bid submitted by General Tire & 
Rubber Co., a contract will be entered into with such procuring agency for the 
items so accepted. General will then issue a purchase order to the pool for the 
work to be performed in accordance with the bid previously made to General by 
the pool. The pool, in turn, will issue separate purchase orders to pool members 
for the work to be performed by them in accordance with the quotations previ- 
ously submitted by them. 

The following companies have accepted the requests to participate in the Gen- 
eral Tire Production Pool, Inc.: 

Ectro, Inc., 425 South Sandusky Street, Delaware, Ohio 

Jackson Electronic & Manufacturing Co., 595 East Tallmadge Avenue, 
Akron, Ohio 

The McCaskey Register Co., 2435 South Union Avenue, Alliance, Ohio 

The Sterling Manufacturing Co., 7201 Wentworth Avenue, Cleveland, Ohio 

General Tire & Rubber Co., 1708 Englewood Avenue, Akron, Ohio 


ALLIED CONSTRUCTION CONTRACTORS 
A SMALL-BUSINESS PRODUCTION POOL 


Name and address.—Allied Construction Contractors, 105 Earl Avenue, Joliet, 
Ill. John Drypel, secretary. 

Type of organization.—This is an unincorporated, nonprofit organization. 

Defense work.—Types of defense work for which the facilities and skills of 
the pool are best suited are general construction jobs involving excavating, demo- 
lition, concrete construction, electrical work, plumbing, sheet metal work, car- 
pentry, air conditioning, earth moving, and rock crushing. Example of specific 
construction contracts in which the pool would be interested are those for large 
structural buildings, rehabilitation of old structures, and roadbuilding. 

Pian of operation.—The central organization has appointed a representative 
(1) to act as contact man for the pool with Government contracting officers and 
prime contractors, (2) to coordinate the work of members performing on the 
same jobs, (3) to supervise the preparation of quotations to be presented in bid- 
ding by the pool, and (4) to follow up on contracts awarded to the pool to ascer- 
tain that the work is being completed on schedule and according to specifications. 
Contracts will be undertaken in the name of one of the members of the pool 
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rather than in the name of the pool. Usually, the member signing the prime 
contract will be the one to perform the major portion of the work. 

If more than one member competes for a specific part of the work, the award 
will be made on the basis of the lowest quotation meeting financial, specification, 
and delivery requirements. Each member shall finance his own participation in 
the contract. Members of the pool shall be legally bound to comply with their 
commitments to the pool with respect to any subcontracts which they undertake 
to perform in connection with contracts taken by the prime contracting member 
in behalf of the pool. 

The following companies have accepted the request to participate in the opera- 
tions of Allied Construction Contractors. 

Blackhawk Contractors, Inc., Post Office Box 13, Hampton, Il. 

Jolerich Construction Co., 105 Earl Avenue, Joliet, Il. 

Klise Construction, 171914 State Street, Bettendorf, Iowa 

Fred Meyers, Jr., 1651 Elgin Avenue, Joliet, Ill. 

Rose Overbey, doing business as Waterproof Co., 14 North Chicago Street, 
Joliet, Tl. 


WyomInG VALLEY MANUFACTURERS Poot, INc. 


A SMALL BUSINESS PRODUCTION POOL 


Name and address.—Wyoming Valley Manufacturers Pool, Inec., Main Street, 
Trucksville, Pa. 

Type of organization.—The pool is a nonprofit corporation incorporated under 
the Nonprofit Corporation Act of Pennsylvania. 

Defense work.—The types of manufacturing in which the interested com- 
panies are engaged embrace light and heavy metal stamping, forming and weld- 
ing production; light, medium, and heavy precision machine shop operation and 
assembly. Among the items which the group claims it is equipped and qualified 
to manufacture are: Aeroplane landing gears and units, spars, bomb racks, heli- 
eopter shafts, gears and precision parts, portable gun mounts, tank volutes, 
escape hatches, heavy duty tanks and boilers, and the rebuilding and repairing 
of aeroplane motors. 

Plan of operation.—The management of the pool will be vested in functional 
committees, to be elected from the pool members with outside assistance as re- 
quirements dictate. Ultimate control will rest entirely in the hands of the pool 
members. Defense contracts will be sought and may be taken in the name of 
the pool or, through the pool, in the name of a participating company in the pool. 
In the event that the prime contract obtained by the pool is undertaken in the 
name of a member company, instead of the name of the pool, the member com- 
pany will so advise the contracting agency. 

Bids on contracts will be computed by summing up the individual quotations 
furnished the pool by participating companies. Selections of the quotations 
used will be made on the basis of the lowest bids of the individual members 
meeting financial, specification, and delivery requirements. 

Financing of contracts will be provided by each company financing its own 
participation, if feasible. In the event this may not be feasible, a provision is 
to be made whereby other companies, participating in the contract, may render 
voluntary assistance by providing a loan fund to be used in the fulfillment of 
the particular contract. To insure full performance on contracts, complete pro- 
duction and inspection control will be conducted and maintained by an independ- 
ent unit of the management committee. All participating companies have stipu- 
lated they will be legally bound to comply with all commitments to the pool with 
respect to any subcontracts which they undertake to perform in connection with 
contracts taken by the pool. 

The following companies have accepted the request to participate in the 
operations of Wyoming Valley Manufacturers Pool, Inc.: 

Anthracite Foundry & Machine Co., 380 North Main Street, Plains, Pa. 
Ashley Machine Tool Co., 275 Susquehanna Avenue, Wyoming, Pa. 
Atha Tool & Machine Co., Warden Avenue, Trucksville, Pa. 
Coal-O-Matie Co., Trucksville, Pa. 

S. A. Farris, Plating, 274 Chapel Street, Luzerne, Pa. 

Hillside Manufacturing Co., Trucksville, Pa. 

R. & K. Manufacturing Co., 48 Pike Street, Port Jervis, N. Y. 

J. Frank Seely & Son, 184 Railroad Street, Plymouth, Pa. 
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AMERICAN ScreNtiric TECHNICAL RESEARCH ORGANIZATION, IN« 


A SMALL BUSINESS PRODUCTION POOL FOR DEFENSE 


Name and address —Awmerican Scientific Technical Research Organization, 
Inc., (hereinafter referred to as A. 8. T. R. O., Inc.), 20120 Sherwood Avenue, 
Detroit, Mich. Mr. Jack Katchmar, president; Mr. John A. Hannum, treasurer. 

Type of organization.—A. 8. T. R. O., Inc., is a nonprofit research and develop- 
ment defense production pool incorporated under Michigan State laws on June &, 
1954. 

Defense work.—The group is stated to be best suited for fundamental and 
applied research and development related to problems in the fields of electronics 
(servo-mechanisms, component design, instrumentation, electronic control, cir- 
cuit analysis, automation, and testing devices); chemistry (high explosives, 
rocket propellants, anticorrosive chemicals, filters, and filter testing, agricultural 
chemistry, lubricants, hydraulic fluids, and heat transfer devices); plastics 
(vacuum and pressure forming, reinforced plastics, experimental work and 
model making and custom fabrication in general); metallurgy (diffusion, ce- 
ramics, high-temperature metals, and solid state physics) ; nuclear energy (ion 
exchange isolation of radio isotopes, ultra-filter isolation of nuclear waste prod- 
ucts, chemistry of rare earths and other radio-active elements, exploration 
methods for radio-active ore body location and estimation). 

Plan of operation.—Contracts will be taken in the name of the pool. The re- 
lationship between the central pool organization and members will be similar 
to that of a prime contractor with its subcontractors. 

Bid prices will be computed by compiling the quotations from members upon 
the various component parts of the contract. An ad litional dollar amount neces- 
sary to service the contract by the poo! organization will be added to the total 
of the quotations and that total will be the amount of the bid submitted to the 
defense agency. If more than one member competes for a specific part of a 
contract, the award will be made on the basis of the lowest quotation meeting 
financial, specification, and delivery requirements. 

It is planned that each member will finance its portion of the contract. In 
the event this may not be possible, a provision is made whereby other member 
companies, particularly those participating in the contract, may render volun- 
tary assistance by providing a loan fund to be used in the fulfillment of the 
particular contract. In certain cases, it may be required that to protect the 
pool, each member furnish a performance bon, guaranteeing satisfactory per 
formance for its part in the contract. 

Member companies of the pool shall be legally bound to comply with their 
commitments to the pool with respect to any subcontracts which they undertake 
to perform in connection with contracts taken by the pool. 

In order to insure exemption from section 1 (a) of the Walsh-Healy Act, the 
contracting agency primarily concerned therewith will be notified by any mem- 
ber company undertaking in its own name, rather than in the name of the pool, 
a prime contract which has been obtained by the pool. 

Operating expenses of the pool will be met by the assessment of monthly dues 
based on a sliding scale of the assets of the firms and number of employees. 

Membership.—The pool is coniposed of five members located in the greater 
Detroit area of Michigan. Numes and addresses of the member companies 
which have accepted Administrator Barnes’ request to participate in the opera 
tions of A. S. T. R. O., Inc., appear below. Membership is open to other com- 
panies, and Government procurement agencies will be furnished names of new 
members and of withdrawals from membership. 

At present the five members have a total of 51 employees. Annual gross sales 
for the group amounted to $587,168 in 1953. Total net worth for the group is 
approximately $111,815. Current assets of three of the companies ran 
67 cents to $3.70 for each dollar of current liabilities. One company has a 
10.09 ratio, while another shows no debits whatever. The third member, Met- 
allurgical Consultants, Inc., is a chemical and metallurgical testing laboratory. 

Names and addresses of the five member companies of A. S. T. R. O., Ine.: 

Control Devices, Inc., 9918 Charlevoix Avenue, Detroit, Mich. 

Dri-Flo Manufacturing Co., 410 East Fifth Street, Royal Oak, Mich. 

Dr. Charles Arthur Nagler, Ph.D., Metallurgical Consultants, Ine., 14513 
Puritan Avenue, Detroit, Mich. 

Hefco Laboratories, Inc., 20120 Sherwood Avenue, Detroit, Mich. 

Reynolds Plastics, Inc., 3351 Oakley Park Road, Walled Lake, Mich. 
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HUNTINGTON PRopuUCTION PooL 
A SMALL-BUSINESS PRODUCTION POOL 


Name and address.—Huntington Production Pool, Chamber of Commerce Build- 
ing, Post Office Box 1509, Huntington 16, W. Va. Mr. Charles W. Peoples, chair- 
man of the executive committee, and Mr. Conley H. Dillon, consultant. 

Type of organization.—This is an unincorporated, nonprofit organization. 

Defense work.—Types of defense work for which the facilities and skills are 
best suited are generally manufacturing jobs involving steel fabrication, sheet- 
metal working, packaging, optical equipment, electrical equipment and controls, 
heating and cooling equipment, machining, textile fabrication, plating and | 
polishing, and the manufacture of wire specialties. An example of specific : 
defense contracts in which the pool is most interested are those for the produc- 
tion of missiles required by the Department of the Navy. 

Plan of operation.—The central organization is an executive committee of 
three persons with authority to: (1) Initiate and direct policy, (2) prepare 
proposals, (3) submit these proposals to the appropriate authorities, (4) nego- 
tiate contracts and (5) employ personnel and take whatever other actions are 
necessary to implement the program, subject to confirmation by the pool mem- 
bers. Contracts will be undertaken in the name of one or more members of the 
pool rather than in the name of the pool. If more than one member competes 
for a specific part of the work, the award will be made on the basis of the lowest 
quotations meeting financial, specifications, and delivery requirements. 

Bid prices of the pool will be computed according to standard accounting 
procedures approved by the Government agency concerned with a specific con- 
tract. Cost estimates by individual member firms will be held confidential and 
will not be disseminated to other member firms except to the extent necessary 
to obtain the members’ final approval of the pool’s bid or negotiated prices. 
Component costs and prices will not be traded or negotiated between members, 
and individual member firms will not use any central staff cost accountants to 
obtain a unformity of prices and costs on their subcontract quotations in con- 
nection with the contract being sought by the pool. 

In order to insure exemption from section 1 (a) of the Walsh-Healey Act, the 
contracting agency primarily concerned therewith will be notified by any mem- 
ber company undertaking in its own name, rather than in the name of the pool, 
a prime contract which has been obtained by the pool. 

Operating expenses of the pool will be met by the assessment of fees gradu- 
ated according to the number of employees of the participating firms. . 

Membership.—The pool is composed of 12 companies located in Huntington, ; 
W. Va. Names and addresses of the member companies which have accepted ; 
Administrator Barnes’ request to participate in the operations of the Huntington 
production pool appear below. Membership is open to other firms, and Govern- 
ment procurement agencies will be furnished names of new members and of 
withdrawals from membership. 

At present the total number of employees is 1,881. Annual gross sales for the 
group amounted to $21,683,000 in 1954, with an annual average for the most 
recent 5-year period of slightly over $20,074,000. Total net worth for the group 
is approximately $8,100,000. Current assets of the companies range from one 
for each dollar of current liabilities to as high as $30 of current assets for each 
dollar of current liabilities. 

Names and addresses of the 12 member companies of the Huntington produe- 
tion pool: 

Armstrong Products Corp., Post Office Box 940, Huntington, W. Va. 

Cc. W. Davis & Sons, Inc., 887 Adams Avenue, Huntington, W. Va. 

Nnterprise Wheels & Car Corp., Post Office Drawer 1799, Huntington, W. Va. 

Huntington Plating & Polishing Co., Post Office Box 9066, Huntington, W. Va. 

Le John Manufacturing Co., 111 22d Street, Huntington, W. Va. 

Fred McCorkle Machine Shop, Inc., 123 Third Avenue, Huntington, W. Va. 

Metal Craft, Inc., of Huntington, Post Office Box 9116, Huntington, W. Va. 

The Peoples Co., 712 Buffington Street, Huntington, W. Va. 

Pelan Industries, Inc., Post Office Box 1720, Huntington, W. Va. 

The A. F. Thompson Manufacturing Co., Post Office Box 610, Huntington, 
W. Va. 

The C. I. Thornburg Co., Inc., Post Office Box 2163, Huntington, W. Va. 

West Virginia Steel Manufacturing Co., Post Office Box 118, Huntington, 
W. Va. 
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Note: Exhibit V, Products List circular, retained in committee files. Copies 
available at Small Business Administration. 
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MANAGEMENT PUBLICATIONS 


MANAGEMENT AIDS ISSUED 


. How Small Plants Can Sel! to the Federal Government 

. Adequate Production Control 

. Reducing Accident Costs ir. Small Industrial Plants 

. Business Insurance—I 

. Reducing Accident Costs Through Safe Working Conditions 

. Is Your Labor Turnover Cost Too High? 

. Reducing Accident Costs by Use of Safety Committees 

. Incentive Techniques in Small Business 

. How the Small Plant Can Analyze Old and New Markets 

10. Saving Manpower in Industry 

11. Minimizing the Cost of Breaking in New Personnel 

12. Reducing Accident Costs Through Reports and Records 

13. Small Plant Health and Medical Programs 

14. Subcontracting for Small Plants 

15. Business Insurance—II 

16. Methods Engineering for the Small Plant 

17. How Walsh-Healey Public Contracts Act Affects Government Supply Cun- 
tractors 

18. Changes in Organization Responsibilities as a Plant Grows 

19. Two Dozen Ideas for Effective Administration 

20. Reducing Accident Costs Through Safe Work Methods 

21. Business Insurance—III 

22. Developing Foremen in Smaller Plants 

23. Budgeting in the Small Plant 

24. Improving Shipping Room Operations in Small Plants 

25. Improving Maintenance Operations in Small Plants 

26. How Management Consultants Help Small Manufacturers 

27. Reducing Accident Costs Through Selling Safety to Supervisors and Workers 

28. Business Insurance—IV 

29. Analyzing Your Government Contract 

30. Employee Selection and Placement Methods for Smali Plants 

31. Packaging Pointers for Government Contractors 

32. How Trade Associations Help Small Manufacturers 

33. Borrowing Money from Your Bank 

34. Depreciation, Deterioration, and Obsolescence 

35. Materials Control for Small Plants 

36. Sound Pricing Policy in Bidding on Government Contracts 

37. Figuring and Using Break-even Points 

38. How Advertising Agencies Serve Small Businesses 

39. How to Choose Your Banker Wisely 

40. Pitfalls in Estimating Your Manufacturing Costs 

41. How the U. 8S. Employment Service Helps Small Business 

42. Getting Your Product on a Qualified Products List 

43. Appraise Your Competitive Position to Improve Company Planning 

44. How to Build Your Sales Volume 

45. Judging Your Purchasing Efficiency 

46. How To Analyze Your Own Business : 

47. How Federal Mediation and Conciliation Service Helps Small Business 

48. Sales Forecasting for Small Business 

49. Know Your Patenting Procedures 

50. How Manufacturers Agents Help Small Business 

51. How To Reduce Your Operating Costs 

52. Loan Sources in the Federal Government 

53. Small Business Profits from Unpatentable Ideas 

54. Psychological Testing for Small Business 

55. How To Set Up Sales Territories 

56. Streamlining Office Systems in Small Business 

57. Wage Incentives in Small Business 

58. How Independent Laboratories Help Small Business 

59. How Marketing Research Helps Small Manufacturers 

60. How Field Warehousing Concerns Helps Small Business 

61. How Good Records Aid Income Tax Reporting 

62. How To Price a New Product 

63. How Food Brokers Help Small Manufacturers 
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Appeal Procedure for Income Tax Cases 

How the Securities Act of 1933 Affects Small Business 
How Industrial Distributors Help Small Manufacturers 
Developing Sound Production Standards 

Using Your Banker's Advisory Services 

Redesigning Products for Better Marketability 

Records Retention in Small Business 

Office Mechanization for Small Industry 

Broadening Your Manufacturing Operations 


MANAGEMENT AIDS IN ACTIVE PREPARATION 


Planning Your Working Capital Requirements 
Making a Marketing Survey 

Understanding Control for Better Management 
Protecting Your Records Against Disaster 


TECHNICAL AIDS ISSUED 


. Proper Alignment of Machine Tools 
. Sharpening of Drills, Lathe Tools and Milling Cutters 
. Care and Maintenance of Belt, Chain, and Gear Drives 


Sharpening Certain Metal Cutting Tools Used in Machine Shops 
Precision Measurement of Workpieces 

Selecting the Right Tool Steel 

Machining Aluminum—! 

Metallizing 


. Machining Plastics—I 
. Machining Aluminum—II 


Machining Plastics—II 


. Machining, Repairing and Heat Treating Cast Iron Workpieces 


Cutting Oils and Coolants 

Corrosion in Machine Shops—Causes and Prevention 
Machining Brass and Bronze Workpieces 
Machining Magnesium Alloy Workpieces 
Taps and Dies 

Surface Cleaning Techniques 

Care and Maintenance of Grinding Wheels 
Maintenance of Power Hand Tools 
Surface Finishing Techniques—I 

Surface Finishing Techniques—II 
Titanium 

Surface Finishing Techniques—III 
Lengthening Tool Life 

How to Select the Right Grinding Wheel 


7. Gaging Tolerances in Machine Shops 


Economies in Lubrication 

Inventions: Government-owned ; Government-Licensed: and Registered for 
License or Sale 

Fire Prevention in Small Business 

Radioisotopes and Small Business 

Essentials of Good Plant Lubrication 

Gas Welding of Cast Iron 

Handling, Storing, and Dispensing of Lubricants 

Care of Hydraulic Systems 

Economical Chip Breakers for Machining Stee] 

Use of Templates and Scale Models 


8. Preventive Maintenance in the Small Plant 


Reinforced Plastics 

Reducing Costs with Jigs, Fixtures, and Gages 

How Good Plant Housekeeping Will Increase Production 

In active preparation: 

Principles of Plant Layout for Small Plants 
Conservation of Scrap 
Production Control 
What Automation Means to Small Business 
Characteristics of a Sound Inspection System 
New Uses of Plastics 
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SMALL MARKETERS AIDS ISSUED 





1. Records Management in Smaller Stores 
2. Effective Advertising for Small Retailers 
3. Attracting Customers to Your Small Store 
4. Employee Relations for Small Retailers 
5. Basic Stock Control for Small Stores 
6. Building Sound Credit Policies for Small Stores 
7. Why Small Business Owners Need Sound Wills 
Small marketers aids in active preparation : 
Providing Management Replacements in Small Business 
Competitive Tactics for Small Wholesalers 
Diversification for Small Marketers 
Sales Training for Small Wholesalers 
Turning Customer Complaints Into Profits 
How Distributive Education Helps Small Business 
Sizing Up Small Business Locations 
SMALL BUSINESS MANAGEMENT SERIES ISSUED . 
. An Employee Suggestion System for the Small Plant 
2. One Hundred and Fifty Questions for a Prospective Manufacturer ii 
3. Human Relations in Small Industry 
4. Improving Materials Handling in Small Plants 
5. Public Accounting Services for Small Manufacturers 
6. Cutting Office Costs in Small Plants 
7. Beter Communications in Small Business 
8. Making Your Sales Figures Talk 
9. Cost Accounting for Small Manufacturers 


10. Design Is Your Business 
11. Sales Training for the Smaller Manufacturer 
12. Executive Development in Small Business 
13. The Small Manufacturer and His Specialized Staff 
14. The Foreman in Small Industry 
15. A Handbook of Small Business Finance 
16. Health Maintenance for Greater Efficiency 
17. New Product Introduction for Small Business Owners 
In active preparation: 
Profitable Advertising for Small Industrial Goods Producers 
Technology and Your New Products 
Ratio Analysis for Small Business Owners 


ExHIsBIt X 


COSPONSORED COURSES ON ADMINISTRATIVE MANAGEMENT FOR SMALL-BUSINESS 


OPERATORS, SCHOOL YEAR 1955-56 
Arizona: 


Arizona State College: 
Roy Rice, director, extension division, Tempe, Ariz. 
October 26, 1955—December 14, 1955. 
California: 
The University of California at Los Angeles: 
Robert G. Weibrouch, university extension, 613 South Hill Street, Los 
Angeles, Calif. 
September 12, 1955-October 31, 1955; September 13, 1955-November 1, 
1955; September 15, 1955-November 3, 1955. Two courses Novem- 
ber 21, 1955-January 9, 1956. 
Connecticut : 
The University of Bridgeport: 
Eaton V. W. Read, dean, College of Business Administration, Bridge- 
port, Conn. 
October 11, 1955—-December 13, 1955. 
The University of Connecticut : 
Lawrence O. Nelson, assistant director, division of university extension, 
Storre, Conn. (Course held at Hartford.) 
November 1, 1955—December 20, 1955. 
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District of Columbia: 
The American University : 
Nathan A. Baily, dean, School of Business Administration, Massachu- 
setts and Nebraska Avenues, Washington, D. C. 
February 28, 1956—May 8, 1956. 
Delaware: 
The Society for the Advancement of Management : 
T. W. Glen, 4520 Shady Drive, Wilmington, Del. 
October 18, 1955—-November 1, 1955. 
The University of Delaware: 
Gordon C. Godbey, assistant director, division of university extension, 
Newark, Del. 
October 10, 1955—-November 14, 1955. 
Florida: 
The University of Florida: 
A. C. Kleinschmidt, associate professor, college of engineering, Gaines- 
ville, Fla. (Course to be held at Jacksonville. ) 
Dates will be announced. 
Illinois: 
Loyola University : 
Peter T. Swanish, chairman, management department, college of com- 
merce, 823 North Michigan Avenue, Chicago, Ill. 
October 25, 1955—-December 13, 1955. 
University of Southern Illinois: 
R. Ralph Bedwell, director, Small Business Institute, Carbondale, Ill 
(Course to be held at East St. Louis, Ill.) 
October 19, 1955—-December 14, 1955. 
Indiana : 
Ball State University : 
R. E. Michael, director of extended services, Muncie, Ind. 
October 24, 1955—December 12, 1955; March 12, 1956—May 7, 1956. 
Butler University: 
Herbert E. Sim, 46th Street and Sunset Avenue, Indianapolis, Ind. 
October 5, 1955-November 23, 1955. 
Iowa: 
Drake University : 
Robert Lovejoy (retailers course). James Chactain (manufacturers 
course) Community College, Des Moines, Iowa. 
Retailers: October 5, 1955-November 23, 1955; manufacturers: Oc- 
tober 6, 1955-December 1, 1955. 
St. Ambrose College : 
Rey. William J. Collins, chairman, social secience division, Davenport, 
lowa. 
October 19, 1955—December 8, 1955. 
Kentucky : 
The University of Louisville: 
John R. Craf, dean, school of business, Louisville, Ky. 
February 21, 1956—March 20, 1956. 
Maryland: 
The University of Baltimore: 
Clifford C. James, dean, school of business, industry, and management, 
1420 North Charles Street, Baltimore, Md. 
Course telecast from WBAL—TV, Baltimore, Md. 
October 16, 1955—December 18, 1955. 
The University of Maryland: 
Dwight L. Gentry, associate professor of marketing, College Park, Md. 
October 4, 1955—-November 22, 1955. 
Massachusetts : 
Boston University : 
John Waters, director, evening division, 685 Commonwealth Avenue, 
Boston, Mass. 
September 27, 1955-November 22, 1955. 
Clark University: 
Robert M. Hyde, director of the evening college, Main Street, Worcester, 
Mass. 
October 10, 1955—December 19, 1955. 
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Michigan: 
Wayne University: 
H. A. Lyon, school of business administration, business service depart- 
ment, Detroit, Mich. 
Four sections: October 12, 1955-December 20, 1955; February 7, 1956- 
April 10, 1956; February 8, 1956—April 11, 1956. 
Minnesota : 
The University of Minnesota: 
Huntington J. Miller, assistant dean, special and evening classes, gen- 
eral extension division, Minneapolis, Minn. 
Dates will be announced. 
New Jersey: 
Rutgers University : 
George S. Odiorne, chairman, management services section, university 
extension division, New Brunswick, N. J. 
(Course held at Newark.) 
October 17, 1955—December 19, 1955. 
New York: 
Adelphi College: 
Francis K. Ballaine, dean of the college, Garden City, N. Y. 
October 10, 1955—December 12, 1955. 
The University of Buffalo: 
Robert F. Berner, dean, Millard Fillmore College, 3435 Main Street, 
Buffalo, N. Y. 
February 16, 1956—April 5, 1956. 
Hofstra College: 
Harry H. Rains, director of the Labor Management Institute, Hemp- 
stead, N. Y. 
Dates will be announced. 
New York University : 
Denis Sinclair Phillips, director, the Management Institute, Washing- 
ton Square, North New York, N. Y. 
Dates will be announced. 
Russell Sage College: 
George J. Spears, director, Albany division, 258 State Street, Albany, 
N. Y. (Course held at Hudson, N. Y.) 
October 17, 1955-December 8, 1955. 
Syracuse University : 
Stuart B. Schaffner, executive for special programs, university college, 
601 East Genesee Street, Syracuse, N. Y. 
Dates will be announced. 
North Carolina: 
Wilmington College : 
W. K. Dorsey, coordinator of distributive education, Wilmington, N. C. 
October 10, 1955—December 6, 1955. 
North Dakota: 
North Dakota Agricultural College : 
Seth Russell, Dean, Fargo, N. Dak. 
Dates will be announced. 
North Dakota School of Science : 
W. M. Nordgaard, registrar, Wahpeton, N. Dak. 
Dates will be announced. 
The University of North Dakota: 
Thomas J. Clifford, dean, school of commerce, Grand Forks, N. Dak. 
(Courses will be held at Grand Forks, Minot, and Bismarck, N. Dak.) 
Dates will be annouced. 
Ohio: 
Bowling Green State University : 
B. L. Pierce, dean, college of business administration, Bowling Green, 
Ohio. 
October 18, 1955—November 22, 1955. 
Western Reserve University : 
Randle E. Dahl, visiting professor of industry, school of business, gradu- 
ate division, Cleveland, Ohio. 
October 19, 1955—-November 18, 1955. 
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Oklahoma : 
The University of Oklahoma: 
M. L. Powers, director, business and industrial services, extension divi- 
sion, Norman, Okla. (Courses at Ardmore, Guymon, and Lawton, 
Okla. 
September 20, 1955—October 25, 1955; October 10, 1955—November 7, 1955 ; 
and October 21, 1955—November 17, 1955, respectively. 
The University of Oklahoma City: 
Glenn D. Overman, the school of business, 2501 North Blackwelder, 
Oklahoma City, Okla. 
November 2, 1955—November 30, 1955. 
Pennsylvania: 
Lehigh University : 
Carl E. Allen, dean, college of business administration, room 360, Bethle- 
hem, Pa. 
October 4, 1955—November 22, 1955. 
Temple University : 
James Williamson, director, management service division, Cheltenham 
Avenue and Sedgwick Street, Philadelphia, Pa. 
September 14, 1955—November 16, 1955. 
The University of Scranton: 
William G. Kelley, S. J., dean, evening sessions, Scranton, Pa. 
October 18, 1955—December 6, 1955; February 13, 1956—April 16, 1956. 
South Carolina : 
Edmonds High School (distributive education) :* 
Mrs. Elinor Burgess, State distributive education, Sumter, 8. C. 
January 17, 1956—March 6, 1956. 
South Dakota: 
South Dakota State College of Agriculture and Mechanical Arts: 
Frank C. Schultz, dean, division of science and applied arts, College 
Station, Brookings, S. Dak. 
Dates to be announced. 
South Dakota Schol of Mines and Technology : 
Don Macken, director, division of extension activities, Rapid City, 
S. Dak. 
Dates to be announced. 
Virginia : 
Distributive education, Richmond public schools : 
John Perreault, supervisor, distributive education, 1000 East Marshall 
Street, Richmond, Va. 
October 12, 1955—December 7, 1955. 
The University of Richmond: 
F. Byers Miller, dean, school of business administration, Richmond, Va. 
February 13, 1956—April 2, 1956. 
Virginia State College: 
Samuel A. Madden, director, Petersburg, Va. 
November 1, 1955—December 5, 1955. 
Virginia Union University : 
John Perrault, supervisor, distributive education, Richmond public 
schools, 1000 East Marshall Street, Richmond, Va. 
Dates to be announced. 
William and Mary College (Norfolk extension) : 
Dr. Hong, William and Mary Extension, Norfolk, Va. 
October 1, 1955—-November 29, 1955. 
Washington : 
Edison Technical School: 
Miss Beth Coghlan, director of distributive education, Seattle public 
schools, 815 Fourth Avenue North, Seattle, Wash. 
Three courses: October 4, 1955—October 6, 1955; November 15, 1955, and 
February 14, 1956. (Ending dates for last two courses not indicated. ) 
State College of Washington (Pullman) : 
Don Walters, program chairman, Inland Empire Industrial Research, 
Ine., Peyton Building, Spokane, Wash. (Course to be held at Spokane. ) 
November 9, 1955—-November 10, 1955. 


2 Courses postponed until school year, 1956—57. 
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Washington—Continued 
The University of Washington: 
Donald F. Hayne, 311 Commerce Hall, Seattle, Wash. 
Two courses : September 7, 1955-September 10, 1955. 
West Virginia: 
Marshall College: * 
Paul Collins, director of extension division, Huntington, W. Va. 
Dates to be announced. 
Morris Harvey College: 


Daniel Boone Tillet, head, business administration, Charleston, W. Va. 
(Courses to be held at Logan, Charleston, Beckley, and Parkersburg, 
W. Va.) 
Dates to be announced. 
Wisconsin: 
Marquette University : 
Richard M. Lynch, assistant professor, college of business administra- 
tion, Milwaukee, Wis. 
October 5, 1955—-December 7, 1955. 
The University of Wisconsin : 
Edwin R. Hodge, chairman, department of commerce, 600 West Kilbourn 
Avenue, Milwaukee, Wis. 
Two courses: September 26, 1955-November 14, 1955; September 28, 
1955—November 16, 1955. 


SUPPLEMENT TO LIST OF COSPONSORED COURSES ON ADMINISTRATIVE MANAGEMENT 
FOR SMALL BUSINESS OPERATORS, ISSUED NOVEMBER 1955 
California : 
The University of California at Los Angeles: 
Robert G. Weibrouch, university extension, 618 South Hill Street, Los 
Angeles, Calif. 
February 20, 1956—April 23, 1956: February 21, 1956-April 24, 1956; 
February 23, 1956-April 26, 1956. 
Colorado: 
The University of Denver: 
J. Robert Maddox, room 360, Business Administration Building, Denver, 
Colo. 
December 8, 1955-January 31, 1956. 
Regis College: 
Rev. Joseph A. Ryan, 8S. J., West 50th Avenue and Lowell Boulevard, 
Denver, Colo. 
February 14, 1956- —. 
Illinois: 
Loyola University : 
Peter T. Swanish, chairman, management department, college of com- 
merce, 823 North Michigan Avenue, Chicago, Il. 
April 3, 1956—June 22, 1956. 
Illinois Institute of Technology: 
Pearce Davis, chairman, department of business and commerce, 3300 
South Federal Street, Chicago, Ill. 
February 13, 1956-May 28, 1956. 
Northwestern University: 
Mr. Henry E. Theobald, assistant dean, school of commerce, 339 East 
Chicago Avenue, Chicago, Ill. 
March 26, 1956—March 27, 1956. 
Kansas: 
The University of Kansas: ? 
W. C. Hurlbert, Lawrence Center, university extension, Lawrence, Kans. 
January 18, 1956—March 7, 1956. 
The University of Wichita: 
Verne A. Bunn, director, department of retailing, college of adult educa- 
tion, Wichita, Kans. 
March 4, 1956- —. 


1 Courses postponed until school year, 1956-57. 
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Maryland: 
The University of Maryland: 
Dwight L. Gentry, associate professor of marketing, College Park, Md 
(Course to be held in Baltimore. } 
February 21, 1956—April 10, 1956. 
Missouri: 
University of Kansas City: 
Charles E. Gilliland, dean, school of business and public administration, 
Kansas City, Mo. 
March 21, 1956- - 
New York: 
Adelphi College : 
Francis K. Ballaine, dean of the college, Garden City, N. Y. 
March 12, 1956—May 14, 1956. 
Russell Sage College: 
George J. Spears, director, Albany division, 258 State Street, Albany, 
N. Y. (Course to be held in Hoosick Falls. ) 
Dates to be announced. 
Oklahoma : 
The University of Oklahoma: 
M. L. Powers, director, business and industrial services, extension 
division, Norman, Okla. (Courses at Enid, Ponca City, and Blackwell, 
Okla. ) 
January 12, 1956—-February 23, 1956; January 24, 1956—-March 5, 1956; 
and January 30, 1956-March 12, 1956. 
The University of Tulsa: 
A. L. Springfield, director, industrial relations center, Tulsa, Okla, 
January 23, 1956—-February 13, 1956. 
Tennessee : 
The University of Tennessee: 
Charles R. Moffett, supervisor, division of university extension, Knox- 
ville Center, Knoxville, Tenn. 
March 1956 
Texas: 
Fort Worth Retail Institute: 
Jack Phenix, director, 715 West Second Street, Fort Worth, Tex 
January 24, 1956—-February 28, 1956. 
Virginia : 
Distributive education, Danville public schools: 
Rex O'Neil, coordinator, distributive education department, George 
Washington High School, Danville, Va. 
February 14, 1956—April 3, 1956. 
Distributive education, Richmond public schools: 
John Perreault, supervisor, distributive education, 1000 East Marshall 
Street, Richmond, Va. 
Spring 1956. 
Virginia State College: 
Samuel A. Madden, director, Petersburg, Va. 
March 6, 1956—-April 10, 1956. 
West Virginia: 
West Virginia Wesleyan College: * 
W. J. Scarborough, president, Buckhannon, W. Va. 
January 31, 1956—March 20, 1956. 
Wisconsin : 
Marquette University : 
Richard M. Lynch, assistant professor, college of business administra- 
tion,, Milwaukee, Wis. 
January 31, 19%56—April 3, 1956. 


1 Courses postponed until school year 1956-57. 
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